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APPLICATION PROCESSAPPLICATION PROCESSAPPLICATION PROCESSAPPLICATION PROCESS

PILOT PROGRAMPILOT PROGRAMPILOT PROGRAMPILOT PROGRAM
(Payment In lieu Of Taxes)(Payment In lieu Of Taxes)(Payment In lieu Of Taxes)(Payment In lieu Of Taxes)

Administered By:Administered By:Administered By:Administered By:

THE HEALTH. EDUCATIONAL AND HOUSING FACILITY BOARD OF THE CITY OF MEMPHIS,THE HEALTH. EDUCATIONAL AND HOUSING FACILITY BOARD OF THE CITY OF MEMPHIS,THE HEALTH. EDUCATIONAL AND HOUSING FACILITY BOARD OF THE CITY OF MEMPHIS,THE HEALTH. EDUCATIONAL AND HOUSING FACILITY BOARD OF THE CITY OF MEMPHIS,
TENNESSEETENNESSEETENNESSEETENNESSEE

(hereinafter HEHFB or Board)(hereinafter HEHFB or Board)(hereinafter HEHFB or Board)(hereinafter HEHFB or Board)

IntroductionIntroductionIntroductionIntroduction
The PILOT (Payment In lieu Of Taxes) Program is a fînancial incentive designed to encourage newThe PILOT (Payment In lieu Of Taxes) Program is a fînancial incentive designed to encourage newThe PILOT (Payment In lieu Of Taxes) Program is a fînancial incentive designed to encourage newThe PILOT (Payment In lieu Of Taxes) Program is a fînancial incentive designed to encourage new
construction and substantial rehabiltation of affordable multi-family hOusing through significant propertyconstruction and substantial rehabiltation of affordable multi-family hOusing through significconstruction and substantial rehabiltation of affordable multi-family hOusing through significant propertyconstruction and substantial rehabiltation of affordable multi-family hOusing through significant propertyant property
tax relief for a period of ten (10) years within the limits of the City of Memphis (the "City~). Priority is giventax relief for a period of ten (10) years within the limits of the City of Memphis (thtax relief for a period of ten (10) years within the limits of the City of Memphis (the "City~). Priority is giventax relief for a period of ten (10) years within the limits of the City of Memphis (the "City~). Priority is givene "City~). Priority is given
to development projects located in Target Areas, as defined by the City, at the time of the application.to development projects located in Target Areas, as defined by the City, at the time of the applto development projects located in Target Areas, as defined by the City, at the time of the application.to development projects located in Target Areas, as defined by the City, at the time of the application.ication.

Program BoundariesProgram BoundariesProgram BoundariesProgram Boundaries

The PILOT Program is offered for new construction and substantial rehabiltation projects ltirougtiout tlieThe PILOT Program is offered for new construction and substantial rehabiltation projects ltiroThe PILOT Program is offered for new construction and substantial rehabiltation projects ltirougtiout tlieThe PILOT Program is offered for new construction and substantial rehabiltation projects ltirougtiout tlieugtiout tlie
City, with preference given to the Target Areas. as defined by the City at the time of the application.City, with preference given to the Target Areas. as defined by the City at the time of the applicCity, with preference given to the Target Areas. as defined by the City at the time of the application.City, with preference given to the Target Areas. as defined by the City at the time of the application.ation.

Basic Eligibility RequirementsBasic Eligibility RequirementsBasic Eligibility RequirementsBasic Eligibility Requirements

Investment: To be eligible fora PILOT, the value of the building renovations. site improvements or newInvestment: To be eligible fora PILOT, the value of the building renovations. site improvements orInvestment: To be eligible fora PILOT, the value of the building renovations. site improvements or newInvestment: To be eligible fora PILOT, the value of the building renovations. site improvements or new new
construction must be equal to or greater than fifty percent (50%) of the total project ("Proieer) cost.construction must be equal to or greater than fifty percent (50%) of the total project ("Proieer)construction must be equal to or greater than fifty percent (50%) of the total project ("Proieer) cost.construction must be equal to or greater than fifty percent (50%) of the total project ("Proieer) cost. cost.

Site Control: The applicant ("Applicant") must have site control whìch shall be the equivalent of feeSite Control: The applicant ("Applicant") must have site control whìch shall be the equivalent of fSite Control: The applicant ("Applicant") must have site control whìch shall be the equivalent of feeSite Control: The applicant ("Applicant") must have site control whìch shall be the equivalent of feeee
simple title, 99 year lease, or an option to purchase with no contingencies except financing.simple title, 99 year lease, or an option to purchase with no contingencies except financing.simple title, 99 year lease, or an option to purchase with no contingencies except financing.simple title, 99 year lease, or an option to purchase with no contingencies except financing.

Financial Commitment: Applicant must have evidence of financing commitment för total project costs.Financial Commitment: Applicant must have evidence of financing commitment för total project costs.Financial Commitment: Applicant must have evidence of financing commitment för total project costs.Financial Commitment: Applicant must have evidence of financing commitment för total project costs.

Target Market: 20% of the Applicant's units must be occupied by individuals whose inCome is 50% or lessTarget Market: 20% of the Applicant's units must be occupied by individuals whose inCome is 50% oTarget Market: 20% of the Applicant's units must be occupied by individuals whose inCome is 50% or lessTarget Market: 20% of the Applicant's units must be occupied by individuals whose inCome is 50% or lessr less
of the median gross income or 40% or more of the units must be occupied by individuals whose income isof the median gross income or 40% or more of the units must be occupied by individuals whose incomof the median gross income or 40% or more of the units must be occupied by individuals whose income isof the median gross income or 40% or more of the units must be occupied by individuals whose income ise is
60% or less of the median gross income.60% or less of the median gross income.60% or less of the median gross income.60% or less of the median gross income.

Tenant Benefits: Applicant must provide projection of how PILOT savings will directly benefit tenantsTenant Benefits: Applicant must provide projection of how PILOT savings will directly benefit tenanTenant Benefits: Applicant must provide projection of how PILOT savings will directly benefit tenantsTenant Benefits: Applicant must provide projection of how PILOT savings will directly benefit tenantsts
either through rent reduction or stabilization and tenant services.either through rent reduction or stabilization and tenant services.either through rent reduction or stabilization and tenant services.either through rent reduction or stabilization and tenant services.

Application .ProtessApplication .ProtessApplication .ProtessApplication .Protess
1. Pre-Submital Conference- A mandatory meeting with the HEHFB Executive Director shall be held1. Pre-Submital Conference- A mandatory meeting with the HEHFB Executive Director shall be held1. Pre-Submital Conference- A mandatory meeting with the HEHFB Executive Director shall be held1. Pre-Submital Conference- A mandatory meeting with the HEHFB Executive Director shall be held

prior to submission of a PILOT application. This mee1ìng is to acquaint all parties with thescopa ofprior to submission of a PILOT application. This mee1ìng is to acquaint all parties with thescopa ofprior to submission of a PILOT application. This mee1ìng is to acquaint all parties with thescopa ofprior to submission of a PILOT application. This mee1ìng is to acquaint all parties with thescopa of
the Project and any related issues, This meeting also serves to familarize the Applicant with thethe Project and any related issues, This meeting also serves to familarize the Applicant with thethe Project and any related issues, This meeting also serves to familarize the Applicant with thethe Project and any related issues, This meeting also serves to familarize the Applicant with the
overall submittal and review process as well as overall PILOT policies and basic eligibilityoverall submittal and review process as well as overall PILOT policies and basic eligibilityoverall submittal and review process as well as overall PILOT policies and basic eligibilityoverall submittal and review process as well as overall PILOT policies and basic eligibility
requirements. The Board reserves the right to reject applications when this requirement hasrequirements. The Board reserves the right to reject applications when this requirement hasrequirements. The Board reserves the right to reject applications when this requirement hasrequirements. The Board reserves the right to reject applications when this requirement has
not been met.not been met.not been met.not been met.

2. Submital of Application- An outlne of the PILOT applicatíon follows in this package. The official2. Submital of Application- An outlne of the PILOT applicatíon follows in this package. The official2. Submital of Application- An outlne of the PILOT applicatíon follows in this package. The official2. Submital of Application- An outlne of the PILOT applicatíon follows in this package. The official
application must be assembled based on this outline. Fifteen copies of the application must beapplication must be assembled based on this outline. Fifteen copies of the application must beapplication must be assembled based on this outline. Fifteen copies of the application must beapplication must be assembled based on this outline. Fifteen copies of the application must be
submitted prior to the application deadline. APPUCATIONS WILL ONLY BE ACCEPTED DURINGsubmitted prior to the application deadline. APPUCATIONS WILL ONLY BE ACCEPTED DURINGsubmitted prior to the application deadline. APPUCATIONS WILL ONLY BE ACCEPTED DURINGsubmitted prior to the application deadline. APPUCATIONS WILL ONLY BE ACCEPTED DURING
AN ACTIVE PILOT ROUND.AN ACTIVE PILOT ROUND.AN ACTIVE PILOT ROUND.AN ACTIVE PILOT ROUND.

2222



The applications should be delivered to:The applications should be delivered to:The applications should be delivered to:The applications should be delivered to:
The Health, Educational and Housing Facility Board of the City of Memphis, TennesseeThe Health, Educational and Housing Facility Board of the City of Memphis, TennesseeThe Health, Educational and Housing Facility Board of the City of Memphis, TennesseeThe Health, Educational and Housing Facility Board of the City of Memphis, Tennessee

65 Union Avenue, Suite 112065 Union Avenue, Suite 112065 Union Avenue, Suite 112065 Union Avenue, Suite 1120
Memphis, TN 38103Memphis, TN 38103Memphis, TN 38103Memphis, TN 38103

3. Board Review and Approval - The Health, Educational and Housing Facility Board of Directors (''the3. Board Review and Approval - The Health, Educational and Housing Facility Board of Directors (''t3. Board Review and Approval - The Health, Educational and Housing Facility Board of Directors (''the3. Board Review and Approval - The Health, Educational and Housing Facility Board of Directors (''thehe
Board") generally meets on the first Wednesday of each month at 12 Noon. Meetings are held at theBoard") generally meets on the first Wednesday of each month at 12 Noon. Meetings are held at theBoard") generally meets on the first Wednesday of each month at 12 Noon. Meetings are held at theBoard") generally meets on the first Wednesday of each month at 12 Noon. Meetings are held at the
Office of the Board located at 65 Union Avenue, Suite 1120, Memphis, Tennessee 38103. PerOffice of the Board located at 65 Union Avenue, Suite 1120, Memphis, Tennessee 38103. PerOffice of the Board located at 65 Union Avenue, Suite 1120, Memphis, Tennessee 38103. PerOffice of the Board located at 65 Union Avenue, Suite 1120, Memphis, Tennessee 38103. Per
resolution of the Board, a Board PILOT Committee (the "PILOT Committee") has been established toresolution of the Board, a Board PILOT Committee (the "PILOT Committee") has been established toresolution of the Board, a Board PILOT Committee (the "PILOT Committee") has been established toresolution of the Board, a Board PILOT Committee (the "PILOT Committee") has been established to
review, with the staff, and make recommendation to the Board for PILOT applica.tion approvals andreview, with the staff, and make recommendation to the Board for PILOT applica.tion approvals andreview, with the staff, and make recommendation to the Board for PILOT applica.tion approvals andreview, with the staff, and make recommendation to the Board for PILOT applica.tion approvals and
ongoing monitoring and compliance. Applicants may be permitted to present to the Board after staffongoing monitoring and compliance. Applicants may be permitted to present to the Board after staffongoing monitoring and compliance. Applicants may be permitted to present to the Board after staffongoing monitoring and compliance. Applicants may be permitted to present to the Board after staff
evaluation and review and based on recommendation by the PILOT Committee. The Board willevaluation and review and based on recommendation by the PILOT Committee. The Board willevaluation and review and based on recommendation by the PILOT Committee. The Board willevaluation and review and based on recommendation by the PILOT Committee. The Board will
dieliberate on all applications and render its decision(s) on all applications at a later time.dieliberate on all applications and render its decision(s) on all applications at a later time.dieliberate on all applications and render its decision(s) on all applications at a later time.dieliberate on all applications and render its decision(s) on all applications at a later time.

4. ClosÎng. Ii the Project is approved by the Board, the Board's General Counsel will prepare and4. ClosÎng. Ii the Project is approved by the Board, the Board's General Counsel will prepare and4. ClosÎng. Ii the Project is approved by the Board, the Board's General Counsel will prepare and4. ClosÎng. Ii the Project is approved by the Board, the Board's General Counsel will prepare and

distribute PILOT documents distribute PILOT documents distribute PILOT documents distribute PILOT documents and will arrange a PILOT closing at which time regulatory andand will arrange a PILOT closing at which time regulatory andand will arrange a PILOT closing at which time regulatory andand will arrange a PILOT closing at which time regulatory and

compliance agreements will be executed and all required documents wil be filed with the City andcompliance agreements will be executed and all required documents wil be filed with the City andcompliance agreements will be executed and all required documents wil be filed with the City andcompliance agreements will be executed and all required documents wil be filed with the City and
Shelby County taxing authorities, and all necessary documents wil be çluly recorded with the ShelbyShelby County taxing authorities, and all necessary documents wil be çluly recorded with the ShelbyShelby County taxing authorities, and all necessary documents wil be çluly recorded with the ShelbyShelby County taxing authorities, and all necessary documents wil be çluly recorded with the Shelby
County Register of Deeds (the "Closing").County Register of Deeds (the "Closing").County Register of Deeds (the "Closing").County Register of Deeds (the "Closing").

Applicant FeesApplicant FeesApplicant FeesApplicant Fees

Application Fee:Application Fee:Application Fee:Application Fee:
Application Fee is defìned as a non-refundable fee, due and payable upon submission of the application,Application Fee is defìned as a non-refundable fee, due and payable upon submission of the applicApplication Fee is defìned as a non-refundable fee, due and payable upon submission of the application,Application Fee is defìned as a non-refundable fee, due and payable upon submission of the application,ation,
per project calculated on the following basis:per project calculated on the following basis:per project calculated on the following basis:per project calculated on the following basis:

. $3,000 for all Projects with total project costs of less than $5,000,000:. $3,000 for all Projects with total project costs of less than $5,000,000:. $3,000 for all Projects with total project costs of less than $5,000,000:. $3,000 for all Projects with total project costs of less than $5,000,000:

. $4,000 for all Projects with total project costs of $5,000,000-$1 0,000,000;. $4,000 for all Projects with total project costs of $5,000,000-$1 0,000,000;. $4,000 for all Projects with total project costs of $5,000,000-$1 0,000,000;. $4,000 for all Projects with total project costs of $5,000,000-$1 0,000,000;

. $5,000 for all Projects with total project costs greater than $10,000,000.. $5,000 for all Projects with total project costs greater than $10,000,000.. $5,000 for all Projects with total project costs greater than $10,000,000.. $5,000 for all Projects with total project costs greater than $10,000,000.

Reservation Fee:Reservation Fee:Reservation Fee:Reservation Fee:

Reservation Fee ìs defined as a non-refundable fee equal to .25% (25 basis points) of the Board's closingReservation Fee ìs defined as a non-refundable fee equal to .25% (25 basis points) of the BoardReservation Fee ìs defined as a non-refundable fee equal to .25% (25 basis points) of the Board's closingReservation Fee ìs defined as a non-refundable fee equal to .25% (25 basis points) of the Board's closing's closing
fee (as defined hereafter) and is due and payable within sixt (60) days of PILOT approval by the Board.fee (as defined hereafter) and is due and payable within sixt (60) days of PILOT approval by the fee (as defined hereafter) and is due and payable within sixt (60) days of PILOT approval by the Board.fee (as defined hereafter) and is due and payable within sixt (60) days of PILOT approval by the Board.Board.
1 his fee wil be credited to the Applicant at Closing. Failure to pay the Reservation Fee in a timely way will1 his fee wil be credited to the Applicant at Closing. Failure to pay the Reservation Fee 1 his fee wil be credited to the Applicant at Closing. Failure to pay the Reservation Fee in a timely way will1 his fee wil be credited to the Applicant at Closing. Failure to pay the Reservation Fee in a timely way willin a timely way will
result in forfeiture of the PilOT approvaL.result in forfeiture of the PilOT approvaL.result in forfeiture of the PilOT approvaL.result in forfeiture of the PilOT approvaL.

Closing Fee:Closing Fee:Closing Fee:Closing Fee:
Closing Fee is defined as one percent (1%) of the total project cost, pius applicable attorney fees andClosing Fee is defined as one percent (1%) of the total project cost, pius applicable attorney feClosing Fee is defined as one percent (1%) of the total project cost, pius applicable attorney fees andClosing Fee is defined as one percent (1%) of the total project cost, pius applicable attorney fees andes and
filing fees. Closing Fees are assessed and due at Closing.filing fees. Closing Fees are assessed and due at Closing.filing fees. Closing Fees are assessed and due at Closing.filing fees. Closing Fees are assessed and due at Closing.

Extension Fee:Extension Fee:Extension Fee:Extension Fee:
The Applicant wil have up to six (6) months from the time of approval by the Board to close the PILOTThe Applicant wil have up to six (6) months from the time of approval by the Board to close the PILThe Applicant wil have up to six (6) months from the time of approval by the Board to close the PILOTThe Applicant wil have up to six (6) months from the time of approval by the Board to close the PILOTOT
transaction. If the transaction has not closed within that time, the Project will be allowed a one time,transaction. If the transaction has not closed within that time, the Project will be allowed a otransaction. If the transaction has not closed within that time, the Project will be allowed a one time,transaction. If the transaction has not closed within that time, the Project will be allowed a one time,ne time,
automatic six (6) month extension, upon payment of an extension fee, The Extension Fee Îs defined as aautomatic six (6) month extension, upon payment of an extension fee, The Extension Fee Îs defined automatic six (6) month extension, upon payment of an extension fee, The Extension Fee Îs defined as aautomatic six (6) month extension, upon payment of an extension fee, The Extension Fee Îs defined as aas a
payment equal to the orìginal application fee. Said Extension Fee wil be due and payable before anypayment equal to the orìginal application fee. Said Extension Fee wil be due and payable before anypayment equal to the orìginal application fee. Said Extension Fee wil be due and payable before anypayment equal to the orìginal application fee. Said Extension Fee wil be due and payable before any
extension is considered. The Extension Fee shall not be credited against the Closing Fee.extension is considered. The Extension Fee shall not be credited against the Closing Fee.extension is considered. The Extension Fee shall not be credited against the Closing Fee.extension is considered. The Extension Fee shall not be credited against the Closing Fee.

Transfer Fee:Transfer Fee:Transfer Fee:Transfer Fee:

Each PILOT transfer musi be approved by the Board after consideration of a PILOT Transfer ApplicationEach PILOT transfer musi be approved by the Board after consideration of a PILOT Transfer ApplicatiEach PILOT transfer musi be approved by the Board after consideration of a PILOT Transfer ApplicationEach PILOT transfer musi be approved by the Board after consideration of a PILOT Transfer Applicationon
submitted by the potential transferee. The Transfer Fee is defined as one.half of the original Applicationsubmitted by the potential transferee. The Transfer Fee is defined as one.half of the originalsubmitted by the potential transferee. The Transfer Fee is defined as one.half of the original Applicationsubmitted by the potential transferee. The Transfer Fee is defined as one.half of the original Application Application
Fee, plus applicable Board expenses including reasonable attorney fees. The Transfer Fee shall beFee, plus applicable Board expenses including reasonable attorney fees. The Transfer Fee shall beFee, plus applicable Board expenses including reasonable attorney fees. The Transfer Fee shall beFee, plus applicable Board expenses including reasonable attorney fees. The Transfer Fee shall be

submitted with the PILOT Transfer Application.submitted with the PILOT Transfer Application.submitted with the PILOT Transfer Application.submitted with the PILOT Transfer Application.

Annual Fees:Annual Fees:Annual Fees:Annual Fees:

Annua.i fees are defined as annual PILOT pa.ymimts to thê City and County taxing authorities.Annua.i fees are defined as annual PILOT pa.ymimts to thê City and County taxing authorities.Annua.i fees are defined as annual PILOT pa.ymimts to thê City and County taxing authorities.Annua.i fees are defined as annual PILOT pa.ymimts to thê City and County taxing authorities.
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Other Closing RequirementsOther Closing RequirementsOther Closing RequirementsOther Closing Requirements

The following must be provided at Closing:The following must be provided at Closing:The following must be provided at Closing:The following must be provided at Closing:

. Lîability insurance on the property with coverage amount equal to the full value of the property.. Lîability insurance on the property with coverage amount equal to the full value of the property.. Lîability insurance on the property with coverage amount equal to the full value of the property.. Lîability insurance on the property with coverage amount equal to the full value of the property.
The Board should be named as an additional insured with certificate provided prior to closing.The Board should be named as an additional insured with certificate provided prior to closing.The Board should be named as an additional insured with certificate provided prior to closing.The Board should be named as an additional insured with certificate provided prior to closing.

. An endorsement from an approved title insurance company evidencing the Board as an additional. An endorsement from an approved title insurance company evidencing the Board as an additional. An endorsement from an approved title insurance company evidencing the Board as an additional. An endorsement from an approved title insurance company evidencing the Board as an additional
insured part.insured part.insured part.insured part.

. Phase I Environmental Assessment. Phase I Environmental Assessment. Phase I Environmental Assessment. Phase I Environmental Assessment

Health, Educational and Housing Facility Board ContactsHealth, Educational and Housing Facility Board ContactsHealth, Educational and Housing Facility Board ContactsHealth, Educational and Housing Facility Board Contacts

Executive DirectorExecutive DirectorExecutive DirectorExecutive DirectorJohn L. BakerJohn L. BakerJohn L. BakerJohn L. Baker
Office Telephone:Office Telephone:Office Telephone:Office Telephone:
Office Fax:Office Fax:Office Fax:Office Fax:
Email Address:Email Address:Email Address:Email Address:
WebSite:WebSite:WebSite:WebSite:

(901) 527-600(901) 527-600(901) 527-600(901) 527-600
(901) 527-6405(901) 527-6405(901) 527-6405(901) 527-6405
¡Ibheht eaol,CQrn¡Ibheht eaol,CQrn¡Ibheht eaol,CQrn¡Ibheht eaol,CQrn
www.memphishehf.orgwww.memphishehf.orgwww.memphishehf.orgwww.memphishehf.org

General CounselGeneral CounselGeneral CounselGeneral CounselCharles E. Carpenter, EsquireCharles E. Carpenter, EsquireCharles E. Carpenter, EsquireCharles E. Carpenter, Esquire

Office Telèphone: (901) 523.7788Office Telèphone: (901) 523.7788Office Telèphone: (901) 523.7788Office Telèphone: (901) 523.7788
Office Fax: (901) 523-2849Office Fax: (901) 523-2849Office Fax: (901) 523-2849Office Fax: (901) 523-2849
Email Address:charlescl\386beale.comEmail Address:charlescl\386beale.comEmail Address:charlescl\386beale.comEmail Address:charlescl\386beale.com

ATT ACHMENTS:ATT ACHMENTS:ATT ACHMENTS:ATT ACHMENTS:
.:. GENERAL POLICIES AND PROCEDURES - Exhibit A.:. GENERAL POLICIES AND PROCEDURES - Exhibit A.:. GENERAL POLICIES AND PROCEDURES - Exhibit A.:. GENERAL POLICIES AND PROCEDURES - Exhibit A
.:. PAYMENT IN LIEU OF TAX CRITERION - Exhibit B.:. PAYMENT IN LIEU OF TAX CRITERION - Exhibit B.:. PAYMENT IN LIEU OF TAX CRITERION - Exhibit B.:. PAYMENT IN LIEU OF TAX CRITERION - Exhibit B
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APPLICATION OUTLINE for the PILOT ProgramAPPLICATION OUTLINE for the PILOT ProgramAPPLICATION OUTLINE for the PILOT ProgramAPPLICATION OUTLINE for the PILOT Program

Applicant InformationApplicant InformationApplicant InformationApplicant Information

1. Name C. E. Ware Towers, Inc.1. Name C. E. Ware Towers, Inc.1. Name C. E. Ware Towers, Inc.1. Name C. E. Ware Towers, Inc.
Address 8571 South Third StreetAddress 8571 South Third StreetAddress 8571 South Third StreetAddress 8571 South Third Street

Memphis. Tennessee 38109Memphis. Tennessee 38109Memphis. Tennessee 38109Memphis. Tennessee 38109

Phone 901-759-7278Phone 901-759-7278Phone 901-759-7278Phone 901-759-7278E-mail pdees(Qtescoproperties cornE-mail pdees(Qtescoproperties cornE-mail pdees(Qtescoproperties cornE-mail pdees(Qtescoproperties corn

2.2.2.2. Applicant's representative(s) namesApplicant's representative(s) namesApplicant's representative(s) namesApplicant's representative(s) names
Other project financial guarantor(s)Other project financial guarantor(s)Other project financial guarantor(s)Other project financial guarantor(s)

, See below, See below, See below, See below

Contact information if different from aboveContact information if different from aboveContact information if different from aboveContact information if different from above
Name. Frank S. Carney & A. K.ent Gie..elmamJ,JL..Name. Frank S. Carney & A. K.ent Gie..elmamJ,JL..Name. Frank S. Carney & A. K.ent Gie..elmamJ,JL..Name. Frank S. Carney & A. K.ent Gie..elmamJ,JL..
Address Evans & petree PCAddress Evans & petree PCAddress Evans & petree PCAddress Evans & petree PC

1000 Ridgeway Loop Road. Suite 2001000 Ridgeway Loop Road. Suite 2001000 Ridgeway Loop Road. Suite 2001000 Ridgeway Loop Road. Suite 200
Memphis, Temie.s 38:120Memphis, Temie.s 38:120Memphis, Temie.s 38:120Memphis, Temie.s 38:120

E-mail fcarneyßievanspetree.com Phone 901-525-JiL6.L_..~...E-mail fcarneyßievanspetree.com Phone 901-525-JiL6.L_..~...E-mail fcarneyßievanspetree.com Phone 901-525-JiL6.L_..~...E-mail fcarneyßievanspetree.com Phone 901-525-JiL6.L_..~...
(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)

3. Relevant background information about the Applicant and Guarantors, including development3. Relevant background information about the Applicant and Guarantors, including development3. Relevant background information about the Applicant and Guarantors, including development3. Relevant background information about the Applicant and Guarantors, including development

experience, if any, and all other relevant information this organization may need to considerexperience, if any, and all other relevant information this organization may need to considerexperience, if any, and all other relevant information this organization may need to considerexperience, if any, and all other relevant information this organization may need to consider
while reviewing the application. Describe the while reviewing the application. Describe the while reviewing the application. Describe the while reviewing the application. Describe the corporate or partnership structure ascorporate or partnership structure ascorporate or partnership structure ascorporate or partnership structure as
applicable.applicable.applicable.applicable.
C E Ware Towers is an elderly hQUs.ld.pme..ndeLsection 202 PRAC of the U.S.C E Ware Towers is an elderly hQUs.ld.pme..ndeLsection 202 PRAC of the U.S.C E Ware Towers is an elderly hQUs.ld.pme..ndeLsection 202 PRAC of the U.S.C E Ware Towers is an elderly hQUs.ld.pme..ndeLsection 202 PRAC of the U.S.
Department of Housing and Urban Development (nHUDn) The site is Q\NneJ.Lb.Yj;Lprivate.Department of Housing and Urban Development (nHUDn) The site is Q\NneJ.Lb.Yj;Lprivate.Department of Housing and Urban Development (nHUDn) The site is Q\NneJ.Lb.Yj;Lprivate.Department of Housing and Urban Development (nHUDn) The site is Q\NneJ.Lb.Yj;Lprivate.
non-profit cQ(poration Ihe~nt..ts of 56 apartment units. 55 of which arenon-profit cQ(poration Ihe~nt..ts of 56 apartment units. 55 of which arenon-profit cQ(poration Ihe~nt..ts of 56 apartment units. 55 of which arenon-profit cQ(poration Ihe~nt..ts of 56 apartment units. 55 of which are

subsidized by low-income tenants aged 62 or older under th_e Section 8 Elderly Program.subsidized by low-income tenants aged 62 or older under th_e Section 8 Elderly Program.subsidized by low-income tenants aged 62 or older under th_e Section 8 Elderly Program.subsidized by low-income tenants aged 62 or older under th_e Section 8 Elderly Program.
The certificate of occupancy was issued in January, 2006, and HUQ.ranted permission toThe certificate of occupancy was issued in January, 2006, and HUQ.ranted permission toThe certificate of occupancy was issued in January, 2006, and HUQ.ranted permission toThe certificate of occupancy was issued in January, 2006, and HUQ.ranted permission to
occupy in February, 2006. The property is 100% leased. with one unit set aside for the Sileoccupy in February, 2006. The property is 100% leased. with one unit set aside for the Sileoccupy in February, 2006. The property is 100% leased. with one unit set aside for the Sileoccupy in February, 2006. The property is 100% leased. with one unit set aside for the Sile

_ MlQer Qf the p(QPe._._ MlQer Qf the p(QPe._._ MlQer Qf the p(QPe._._ MlQer Qf the p(QPe._.
(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)

4. Financial Background4. Financial Background4. Financial Background4. Financial Background
a. Current audited financial statements of the Applicant and Guaran10rs. If audited financiala. Current audited financial statements of the Applicant and Guaran10rs. If audited financiala. Current audited financial statements of the Applicant and Guaran10rs. If audited financiala. Current audited financial statements of the Applicant and Guaran10rs. If audited financial

statements are unavailable. please submit non-audited statements.statements are unavailable. please submit non-audited statements.statements are unavailable. please submit non-audited statements.statements are unavailable. please submit non-audited statements.
- attached..XX. (Yes)- attached..XX. (Yes)- attached..XX. (Yes)- attached..XX. (Yes)

b. State the relationship any Applicant or Guarantor has had with any accounting firm overb. State the relationship any Applicant or Guarantor has had with any accounting firm overb. State the relationship any Applicant or Guarantor has had with any accounting firm overb. State the relationship any Applicant or Guarantor has had with any accounting firm over

the last five years and reason for change, if any.the last five years and reason for change, if any.the last five years and reason for change, if any.the last five years and reason for change, if any.
Rowland and Carter pi I C has been the accQUtingjjrmfQLtlpplicant, handling,,aI.U:iudits,Rowland and Carter pi I C has been the accQUtingjjrmfQLtlpplicant, handling,,aI.U:iudits,Rowland and Carter pi I C has been the accQUtingjjrmfQLtlpplicant, handling,,aI.U:iudits,Rowland and Carter pi I C has been the accQUtingjjrmfQLtlpplicant, handling,,aI.U:iudits,

--c.in the HUD audit--c.in the HUD audit--c.in the HUD audit--c.in the HUD audit

c. ihree years of federal tax returns if Applicantjs an individuaL.c. ihree years of federal tax returns if Applicantjs an individuaL.c. ihree years of federal tax returns if Applicantjs an individuaL.c. ihree years of federal tax returns if Applicantjs an individuaL.

- attched NA (Yes)- attched NA (Yes)- attched NA (Yes)- attched NA (Yes)
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5. Give three credit references for you personally, and three for your business.5. Give three credit references for you personally, and three for your business.5. Give three credit references for you personally, and three for your business.5. Give three credit references for you personally, and three for your business.

PersonalPersonalPersonalPersonal
NANANANA

BusinessBusinessBusinessBusiness
._Jio.1eLt "Bob" Neiman, First Horizon Bank, 165 Madison Avenue, Memphis, Ieonessee._._Jio.1eLt "Bob" Neiman, First Horizon Bank, 165 Madison Avenue, Memphis, Ieonessee._._Jio.1eLt "Bob" Neiman, First Horizon Bank, 165 Madison Avenue, Memphis, Ieonessee._._Jio.1eLt "Bob" Neiman, First Horizon Bank, 165 Madison Avenue, Memphis, Ieonessee._

38103. Phone: 901-523-425938103. Phone: 901-523-425938103. Phone: 901-523-425938103. Phone: 901-523-4259

Mike DaPrato, On Site Systems, 23 North Gore Aven1le, Webster Groves, Missoiiri 63119Mike DaPrato, On Site Systems, 23 North Gore Aven1le, Webster Groves, Missoiiri 63119Mike DaPrato, On Site Systems, 23 North Gore Aven1le, Webster Groves, Missoiiri 63119Mike DaPrato, On Site Systems, 23 North Gore Aven1le, Webster Groves, Missoiiri 63119
____om_ phone' 314-963-9934____om_ phone' 314-963-9934____om_ phone' 314-963-9934____om_ phone' 314-963-9934

6. Please disclose whether any Applicant, Guarantor or any other person involved with the6. Please disclose whether any Applicant, Guarantor or any other person involved with the6. Please disclose whether any Applicant, Guarantor or any other person involved with the6. Please disclose whether any Applicant, Guarantor or any other person involved with the

Project is currently engaged in any civil or criminal proceeding. Also disclose whether anyProject is currently engaged in any civil or criminal proceeding. Also disclose whether anyProject is currently engaged in any civil or criminal proceeding. Also disclose whether anyProject is currently engaged in any civil or criminal proceeding. Also disclose whether any
individual involved with the Project has ever been charged or convicted of any felony orindividual involved with the Project has ever been charged or convicted of any felony orindividual involved with the Project has ever been charged or convicted of any felony orindividual involved with the Project has ever been charged or convicted of any felony or
currently is under indictment. Please supply detailed information.currently is under indictment. Please supply detailed information.currently is under indictment. Please supply detailed information.currently is under indictment. Please supply detailed information.
(Note: Attch additional pages as needed.) NA(Note: Attch additional pages as needed.) NA(Note: Attch additional pages as needed.) NA(Note: Attch additional pages as needed.) NA

L. Any previous or current relationship between Applicant or any Guarantor and any BoardL. Any previous or current relationship between Applicant or any Guarantor and any BoardL. Any previous or current relationship between Applicant or any Guarantor and any BoardL. Any previous or current relationship between Applicant or any Guarantor and any Board

member ___._ (Yes) -X (No). If yes - describe in detaiL.member ___._ (Yes) -X (No). If yes - describe in detaiL.member ___._ (Yes) -X (No). If yes - describe in detaiL.member ___._ (Yes) -X (No). If yes - describe in detaiL.

8. Any previous or current relationship between Appli('-ant or any Guarantor and General8. Any previous or current relationship between Appli('-ant or any Guarantor and General8. Any previous or current relationship between Appli('-ant or any Guarantor and General8. Any previous or current relationship between Appli('-ant or any Guarantor and General

Counsel of Board (Yes) XX (No). If yes - describe in detaiL.Counsel of Board (Yes) XX (No). If yes - describe in detaiL.Counsel of Board (Yes) XX (No). If yes - describe in detaiL.Counsel of Board (Yes) XX (No). If yes - describe in detaiL.
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Project InformationProject InformationProject InformationProject Information

1. Brief project description (including items listed below).1. Brief project description (including items listed below).1. Brief project description (including items listed below).1. Brief project description (including items listed below).

There are.5ß.tQ1a.Jjls~_~üinls-a~djze.dJ:i~J:_QI.Jnì1.Js_s-eLa.e_fQ(1b.e..-....There are.5ß.tQ1a.Jjls~_~üinls-a~djze.dJ:i~J:_QI.Jnì1.Js_s-eLa.e_fQ(1b.e..-....There are.5ß.tQ1a.Jjls~_~üinls-a~djze.dJ:i~J:_QI.Jnì1.Js_s-eLa.e_fQ(1b.e..-....There are.5ß.tQ1a.Jjls~_~üinls-a~djze.dJ:i~J:_QI.Jnì1.Js_s-eLa.e_fQ(1b.e..-....

~Manager's use Rents include 100% of all utilites All subsidized units are one-bedroom,~Manager's use Rents include 100% of all utilites All subsidized units are one-bedroom,~Manager's use Rents include 100% of all utilites All subsidized units are one-bedroom,~Manager's use Rents include 100% of all utilites All subsidized units are one-bedroom,
one bath and four are handicap aC.essible Ihis ProecLwas develop.y the late Reverendone bath and four are handicap aC.essible Ihis ProecLwas develop.y the late Reverendone bath and four are handicap aC.essible Ihis ProecLwas develop.y the late Reverendone bath and four are handicap aC.essible Ihis ProecLwas develop.y the late Reverend

_..C...JuLarejn.00.6..._..._._............. . .........................-...... .........._-_.._..-................-_..C...JuLarejn.00.6..._..._._............. . .........................-...... ......_..C...JuLarejn.00.6..._..._._............. . .........................-...... .........._-_.._..-................-_..C...JuLarejn.00.6..._..._._............. . .........................-...... .........._-_.._..-................-...._-_.._..-................-

a. Intended usagea. Intended usagea. Intended usagea. Intended usage

HousìnglQLelderly and disabled..a 62 and olderHousìnglQLelderly and disabled..a 62 and olderHousìnglQLelderly and disabled..a 62 and olderHousìnglQLelderly and disabled..a 62 and older

b. Economic and environmental impactb. Economic and environmental impactb. Economic and environmental impactb. Economic and environmental impact

...es mu ch-neded hou.sQJ.atici iiar su bæarKet....es mu ch-neded hou.sQJ.atici iiar su bæarKet....es mu ch-neded hou.sQJ.atici iiar su bæarKet....es mu ch-neded hou.sQJ.atici iiar su bæarKet.
c. Square footage of all improvements / land area for construction or rehabi.itationc. Square footage of all improvements / land area for construction or rehabi.itationc. Square footage of all improvements / land area for construction or rehabi.itationc. Square footage of all improvements / land area for construction or rehabi.itation

The building is 43.181 square feet, gross.The building is 43.181 square feet, gross.The building is 43.181 square feet, gross.The building is 43.181 square feet, gross.
d. All other information needed to fully explain the Projectd. All other information needed to fully explain the Projectd. All other information needed to fully explain the Projectd. All other information needed to fully explain the Project

The propertv is regulated bv HUD and subject to a Regulatory Agreement.The propertv is regulated bv HUD and subject to a Regulatory Agreement.The propertv is regulated bv HUD and subject to a Regulatory Agreement.The propertv is regulated bv HUD and subject to a Regulatory Agreement.

e. Demolition and, or architectural plans and renderings and any available history on thee. Demolition and, or architectural plans and renderings and any available history on thee. Demolition and, or architectural plans and renderings and any available history on thee. Demolition and, or architectural plans and renderings and any available history on the

proposed project - attached NA (Yes)proposed project - attached NA (Yes)proposed project - attached NA (Yes)proposed project - attached NA (Yes)
1. Letter from a certfied engineer, licensed in the State of Tennessee, as to the structural1. Letter from a certfied engineer, licensed in the State of Tennessee, as to the structural1. Letter from a certfied engineer, licensed in the State of Tennessee, as to the structural1. Letter from a certfied engineer, licensed in the State of Tennessee, as to the structural

integrity of any existing building, for its intended usage, if applicableintegrity of any existing building, for its intended usage, if applicableintegrity of any existing building, for its intended usage, if applicableintegrity of any existing building, for its intended usage, if applicable
.. attached (Yes) NA (NA).. attached (Yes) NA (NA).. attached (Yes) NA (NA).. attached (Yes) NA (NA)

2. Briefly state marketing approach/plans for the intended market. Identify and provide contact2. Briefly state marketing approach/plans for the intended market. Identify and provide contact2. Briefly state marketing approach/plans for the intended market. Identify and provide contact2. Briefly state marketing approach/plans for the intended market. Identify and provide contact

information for the proposed management company and provide projected lease-upinformation for the proposed management company and provide projected lease-upinformation for the proposed management company and provide projected lease-upinformation for the proposed management company and provide projected lease-up
schedule.schedule.schedule.schedule.
~_Tbe pi:Qper.cuiie!.l1~O% occupied. It m:s awaiting list of prospective~_Tbe pi:Qper.cuiie!.l1~O% occupied. It m:s awaiting list of prospective~_Tbe pi:Qper.cuiie!.l1~O% occupied. It m:s awaiting list of prospective~_Tbe pi:Qper.cuiie!.l1~O% occupied. It m:s awaiting list of prospective
____tenantli_ibsag.(~...eom.. iSTESÇ;Q Properties, Inc. 2171 Judicial Drive, P.O. Box____tenantli_ibsag.(~...eom.. iSTESÇ;Q Properties, Inc. 2171 Judicial Drive, P.O. Box____tenantli_ibsag.(~...eom.. iSTESÇ;Q Properties, Inc. 2171 Judicial Drive, P.O. Box____tenantli_ibsag.(~...eom.. iSTESÇ;Q Properties, Inc. 2171 Judicial Drive, P.O. Box

.-.1L Germantown, Tennessee 3818.. phone' 901-759-1855.TESCQ !Contacts include Larry.-.1L Germantown, Tennessee 3818.. phone' 901-759-1855.TESCQ !Contacts include Larry.-.1L Germantown, Tennessee 3818.. phone' 901-759-1855.TESCQ !Contacts include Larry.-.1L Germantown, Tennessee 3818.. phone' 901-759-1855.TESCQ !Contacts include Larry
Sisson Vice President. Philip Dees. TreasUreLê.llLLinda Mills, Regional Malla9eL___Sisson Vice President. Philip Dees. TreasUreLê.llLLinda Mills, Regional Malla9eL___Sisson Vice President. Philip Dees. TreasUreLê.llLLinda Mills, Regional Malla9eL___Sisson Vice President. Philip Dees. TreasUreLê.llLLinda Mills, Regional Malla9eL___

3. Location of proposed pröject by street address, parcel number, and legal description.3. Location of proposed pröject by street address, parcel number, and legal description.3. Location of proposed pröject by street address, parcel number, and legal description.3. Location of proposed pröject by street address, parcel number, and legal description.

__Tl1eJ?r9pgirlyjsJQ.QateÇ:LêL;?SZ1It:ürç1StreeLMempnjs,IerUless.?e_~a1 09, The Parcel Number__Tl1eJ?r9pgirlyjsJQ.QateÇ:LêL;?SZ1It:ürç1StreeLMempnjs,IerUless.?e_~a1 09, The Parcel Number__Tl1eJ?r9pgirlyjsJQ.QateÇ:LêL;?SZ1It:ürç1StreeLMempnjs,IerUless.?e_~a1 09, The Parcel Number__Tl1eJ?r9pgirlyjsJQ.QateÇ:LêL;?SZ1It:ürç1StreeLMempnjs,IerUless.?e_~a1 09, The Parcel Number
is 075-074-00075.is 075-074-00075.is 075-074-00075.is 075-074-00075.

(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)(Note: Attach additional pages as needed.)

a. Name the propert owner at the time of application submittala. Name the propert owner at the time of application submittala. Name the propert owner at the time of application submittala. Name the propert owner at the time of application submittal
-. Ware Towers Inc.-. Ware Towers Inc.-. Ware Towers Inc.-. Ware Towers Inc.

b. Evidence of site control in the form of deed, long term lease, or option agreementb. Evidence of site control in the form of deed, long term lease, or option agreementb. Evidence of site control in the form of deed, long term lease, or option agreementb. Evidence of site control in the form of deed, long term lease, or option agreement
- attached ~ (Yes)- attached ~ (Yes)- attached ~ (Yes)- attached ~ (Yes)
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c. Describe any and all existing financing, options and liens on the propertc. Describe any and all existing financing, options and liens on the propertc. Describe any and all existing financing, options and liens on the propertc. Describe any and all existing financing, options and liens on the propert
--sLolJJ::sLpi.ojec1 is financed b¥.GapitaLAdvan.£oostrilction: the origiaLno1 amounL--sLolJJ::sLpi.ojec1 is financed b¥.GapitaLAdvan.£oostrilction: the origiaLno1 amounL--sLolJJ::sLpi.ojec1 is financed b¥.GapitaLAdvan.£oostrilction: the origiaLno1 amounL--sLolJJ::sLpi.ojec1 is financed b¥.GapitaLAdvan.£oostrilction: the origiaLno1 amounL

was $3,548,300 00 The note has no interest and bears DO repayment for so long as thewas $3,548,300 00 The note has no interest and bears DO repayment for so long as thewas $3,548,300 00 The note has no interest and bears DO repayment for so long as thewas $3,548,300 00 The note has no interest and bears DO repayment for so long as the
the housing remains availabe for iQ'N=-¡nCQmeJ~ld.eyjndhLldulS-Jtie_.e.\lentQtdefaul1,Jethe housing remains availabe for iQ'N=-¡nCQmeJ~ld.eyjndhLldulS-Jtie_.e.\lentQtdefaul1,Jethe housing remains availabe for iQ'N=-¡nCQmeJ~ld.eyjndhLldulS-Jtie_.e.\lentQtdefaul1,Jethe housing remains availabe for iQ'N=-¡nCQmeJ~ld.eyjndhLldulS-Jtie_.e.\lentQtdefaul1,Je
loan iSJ;!.!J~ at ai:Jnterest rate Qf.5.375%loan iSJ;!.!J~ at ai:Jnterest rate Qf.5.375%loan iSJ;!.!J~ at ai:Jnterest rate Qf.5.375%loan iSJ;!.!J~ at ai:Jnterest rate Qf.5.375%

4. Estimated Project costs broken down by component. "Project Costs" for the purposes of4. Estimated Project costs broken down by component. "Project Costs" for the purposes of4. Estimated Project costs broken down by component. "Project Costs" for the purposes of4. Estimated Project costs broken down by component. "Project Costs" for the purposes of

assessing the amount of the Issuer's fee and the amount of the PILOT allocation shallassessing the amount of the Issuer's fee and the amount of the PILOT allocation shallassessing the amount of the Issuer's fee and the amount of the PILOT allocation shallassessing the amount of the Issuer's fee and the amount of the PILOT allocation shall
include all costs except property appraisals, market studies, environmental studies,include all costs except property appraisals, market studies, environmental studies,include all costs except property appraisals, market studies, environmental studies,include all costs except property appraisals, market studies, environmental studies,

monitoring fees, and rent-up costs. The Project wil be required to submit anmonitoring fees, and rent-up costs. The Project wil be required to submit anmonitoring fees, and rent-up costs. The Project wil be required to submit anmonitoring fees, and rent-up costs. The Project wil be required to submit an

inspection certificate from an architect or engineer, or a lender's certificate toinspection certificate from an architect or engineer, or a lender's certificate toinspection certificate from an architect or engineer, or a lender's certificate toinspection certificate from an architect or engineer, or a lender's certificate to
evidence and certify the total project costs.evidence and certify the total project costs.evidence and certify the total project costs.evidence and certify the total project costs.

5. Indicate changes needed to the public spaces and, or infrastructure around the Project5. Indicate changes needed to the public spaces and, or infrastructure around the Project5. Indicate changes needed to the public spaces and, or infrastructure around the Project5. Indicate changes needed to the public spaces and, or infrastructure around the Project

(e.g, __.sidewalks, lighting, and landscaping)? ._ NA _(Yes)(e.g, __.sidewalks, lighting, and landscaping)? ._ NA _(Yes)(e.g, __.sidewalks, lighting, and landscaping)? ._ NA _(Yes)(e.g, __.sidewalks, lighting, and landscaping)? ._ NA _(Yes)
If yes - describe plans, costs and financingIf yes - describe plans, costs and financingIf yes - describe plans, costs and financingIf yes - describe plans, costs and financing

All renovatioO js.cQrnplete.HQwe.verlioj.d.ilemainviablewithoutproperty..All renovatioO js.cQrnplete.HQwe.verlioj.d.ilemainviablewithoutproperty..All renovatioO js.cQrnplete.HQwe.verlioj.d.ilemainviablewithoutproperty..All renovatioO js.cQrnplete.HQwe.verlioj.d.ilemainviablewithoutproperty..
tax relief.tax relief.tax relief.tax relief.

6.6.6.6. State the proposed timing/anticipated dates for the following -State the proposed timing/anticipated dates for the following -State the proposed timing/anticipated dates for the following -State the proposed timing/anticipated dates for the following -
a. Closing of the loan or contributing financing availability.a. Closing of the loan or contributing financing availability.a. Closing of the loan or contributing financing availability.a. Closing of the loan or contributing financing availability.
b. First expenditure of funds related to the Project Mb. First expenditure of funds related to the Project Mb. First expenditure of funds related to the Project Mb. First expenditure of funds related to the Project M

c. Anticipated date of demolition or construction start -c. Anticipated date of demolition or construction start -c. Anticipated date of demolition or construction start -c. Anticipated date of demolition or construction start -

d. Anticipated completion date -d. Anticipated completion date -d. Anticipated completion date -d. Anticipated completion date -

e. Projected lease up date-e. Projected lease up date-e. Projected lease up date-e. Projected lease up date-

.6/2007.6/2007.6/2007.6/2007
NANANANA
2005200520052005

__lL2006__lL2006__lL2006__lL2006
NANANANA

7.7.7.7. Project professionals - indicate names, address, and phone number -Project professionals - indicate names, address, and phone number -Project professionals - indicate names, address, and phone number -Project professionals - indicate names, address, and phone number -
a. Counsel-a. Counsel-a. Counsel-a. Counsel-

Frank S Cmne)L&.A..LGi.eselmaon JrFrank S Cmne)L&.A..LGi.eselmaon JrFrank S Cmne)L&.A..LGi.eselmaon JrFrank S Cmne)L&.A..LGi.eselmaon Jr
Evans ß! petree PCEvans ß! petree PCEvans ß! petree PCEvans ß! petree PC
1 000 B.i9.ge.waYlQQPR.Qag~S_uite 200 ..._.___.1 000 B.i9.ge.waYlQQPR.Qag~S_uite 200 ..._.___.1 000 B.i9.ge.waYlQQPR.Qag~S_uite 200 ..._.___.1 000 B.i9.ge.waYlQQPR.Qag~S_uite 200 ..._.___.
MemphisJ_Iennes~e 3a 12QJ:.tigD_e.:J~O 1-52l?:.§'781MemphisJ_Iennes~e 3a 12QJ:.tigD_e.:J~O 1-52l?:.§'781MemphisJ_Iennes~e 3a 12QJ:.tigD_e.:J~O 1-52l?:.§'781MemphisJ_Iennes~e 3a 12QJ:.tigD_e.:J~O 1-52l?:.§'781

b. Architect and, or Engineer -b. Architect and, or Engineer -b. Architect and, or Engineer -b. Architect and, or Engineer -

_NA.__.."'______.................._NA.__.."'______.................._NA.__.."'______.................._NA.__.."'______..................

c. Contractor -c. Contractor -c. Contractor -c. Contractor -

NANANANA

d. Propert Manager-d. Propert Manager-d. Propert Manager-d. Propert Manager-
TESCO Properties, IncTESCO Properties, IncTESCO Properties, IncTESCO Properties, Inc

2171 J ud lçiaLQIL'Le, P .QJ~.9.x.)§1§ZL....2171 J ud lçiaLQIL'Le, P .QJ~.9.x.)§1§ZL....2171 J ud lçiaLQIL'Le, P .QJ~.9.x.)§1§ZL....2171 J ud lçiaLQIL'Le, P .QJ~.9.x.)§1§ZL....
Germ_lIJpwn, Tennessee 38183 Phone: 901-759-1855Germ_lIJpwn, Tennessee 38183 Phone: 901-759-1855Germ_lIJpwn, Tennessee 38183 Phone: 901-759-1855Germ_lIJpwn, Tennessee 38183 Phone: 901-759-1855

e. Other professionals as applicable -e. Other professionals as applicable -e. Other professionals as applicable -e. Other professionals as applicable -

NANANANA
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Property Tax InformationProperty Tax InformationProperty Tax InformationProperty Tax Information

Note: According to State Statute and the guidelines of this program, title for the subjectNote: According to State Statute and the guidelines of this program, title for the subjectNote: According to State Statute and the guidelines of this program, title for the subjectNote: According to State Statute and the guidelines of this program, title for the subject
property must be conveyed to the HEHFB for the term of the PILOT.'"property must be conveyed to the HEHFB for the term of the PILOT.'"property must be conveyed to the HEHFB for the term of the PILOT.'"property must be conveyed to the HEHFB for the term of the PILOT.'"

i. State the tax parcel number(s) for all propert involved with the Projecti. State the tax parcel number(s) for all propert involved with the Projecti. State the tax parcel number(s) for all propert involved with the Projecti. State the tax parcel number(s) for all propert involved with the Project
075-074-00075_w__..__..... ...075-074-00075_w__..__..... ...075-074-00075_w__..__..... ...075-074-00075_w__..__..... ...

2. State the current assessed value of all Project propert2. State the current assessed value of all Project propert2. State the current assessed value of all Project propert2. State the current assessed value of all Project propert

__,_$756,720.00 ___,_$756,720.00 ___,_$756,720.00 ___,_$756,720.00 _
3. Indicate any tax assessments under appeal, and status of appeal3. Indicate any tax assessments under appeal, and status of appeal3. Indicate any tax assessments under appeal, and status of appeal3. Indicate any tax assessments under appeal, and status of appeal

NANANANA
4. Indicate any subdivision of tax parcels that wil result from Project4. Indicate any subdivision of tax parcels that wil result from Project4. Indicate any subdivision of tax parcels that wil result from Project4. Indicate any subdivision of tax parcels that wil result from Project

NANANANA
S. Indicate name in which propert will be heldS. Indicate name in which propert will be heldS. Indicate name in which propert will be heldS. Indicate name in which propert will be held

C.E. Ware Tower~lQÇ...___.,C.E. Ware Tower~lQÇ...___.,C.E. Ware Tower~lQÇ...___.,C.E. Ware Tower~lQÇ...___.,

* For all Senior Housing PILOT's involving non-profit entities, title is not required to be placed with* For all Senior Housing PILOT's involving non-profit entities, title is not required to be place* For all Senior Housing PILOT's involving non-profit entities, title is not required to be placed with* For all Senior Housing PILOT's involving non-profit entities, title is not required to be placed withd with
the Board to obtain property tax exemption.the Board to obtain property tax exemption.the Board to obtain property tax exemption.the Board to obtain property tax exemption.

Project Financing InformationProject Financing InformationProject Financing InformationProject Financing Information

1. Project financing structure information1. Project financing structure information1. Project financing structure information1. Project financing structure information

8. Contact information for lender and capital provider8. Contact information for lender and capital provider8. Contact information for lender and capital provider8. Contact information for lender and capital provider
Name _ U S Department of Housing and Development, c/o Mr Ed PhillpsName _ U S Department of Housing and Development, c/o Mr Ed PhillpsName _ U S Department of Housing and Development, c/o Mr Ed PhillpsName _ U S Department of Housing and Development, c/o Mr Ed Phillps

Address~.Q..iljterlcirid Be.oÇl..yjle 200Address~.Q..iljterlcirid Be.oÇl..yjle 200Address~.Q..iljterlcirid Be.oÇl..yjle 200Address~.Q..iljterlcirid Be.oÇl..yjle 200

Nashville Tennessee 37228-1803Nashville Tennessee 37228-1803Nashville Tennessee 37228-1803Nashville Tennessee 37228-1803

E-mail_____.._w_w...__.,___ Phone--t56-7000 .E-mail_____.._w_w...__.,___ Phone--t56-7000 .E-mail_____.._w_w...__.,___ Phone--t56-7000 .E-mail_____.._w_w...__.,___ Phone--t56-7000 .

b. Amount of loan or bond ___ $3,548.3QOb. Amount of loan or bond ___ $3,548.3QOb. Amount of loan or bond ___ $3,548.3QOb. Amount of loan or bond ___ $3,548.3QO
c. Lender's commitment letter - attached NA (Yes)c. Lender's commitment letter - attached NA (Yes)c. Lender's commitment letter - attached NA (Yes)c. Lender's commitment letter - attached NA (Yes)

(Note: Please stipulate any and all conditons to be met.)(Note: Please stipulate any and all conditons to be met.)(Note: Please stipulate any and all conditons to be met.)(Note: Please stipulate any and all conditons to be met.)
d, Loan or bond documents as applicable - attached __Xl:(Yes)d, Loan or bond documents as applicable - attached __Xl:(Yes)d, Loan or bond documents as applicable - attached __Xl:(Yes)d, Loan or bond documents as applicable - attached __Xl:(Yes)

2. Five years cash flow pro forma" showing Project's ability to service Its debt2. Five years cash flow pro forma" showing Project's ability to service Its debt2. Five years cash flow pro forma" showing Project's ability to service Its debt2. Five years cash flow pro forma" showing Project's ability to service Its debt

- attached (Yes)- attached (Yes)- attached (Yes)- attached (Yes)

" This should be done two ways - with and without the PILOT - detailing amenities or" This should be done two ways - with and without the PILOT - detailing amenities or" This should be done two ways - with and without the PILOT - detailing amenities or" This should be done two ways - with and without the PILOT - detailing amenities or
other tenant benefits deriving from the PILOTother tenant benefits deriving from the PILOTother tenant benefits deriving from the PILOTother tenant benefits deriving from the PILOT

3. Financial history of the Project and previous attempts to develop or finance3. Financial history of the Project and previous attempts to develop or finance3. Financial history of the Project and previous attempts to develop or finance3. Financial history of the Project and previous attempts to develop or finance

- attached (Yes) NA (NA)- attached (Yes) NA (NA)- attached (Yes) NA (NA)- attached (Yes) NA (NA)

Sponsors of projects approved under this PILOT Program wil be required to submit annual reportsSponsors of projects approved under this PILOT Program wil be required to submit annual reportsSponsors of projects approved under this PILOT Program wil be required to submit annual reportsSponsors of projects approved under this PILOT Program wil be required to submit annual reports
certifying tenant income levels, and the benefits being realized by the tenants. The HEHFB shall reservecertifying tenant income levels, and the benefits being realized by the tenants. The HEHFB shallcertifying tenant income levels, and the benefits being realized by the tenants. The HEHFB shall reservecertifying tenant income levels, and the benefits being realized by the tenants. The HEHFB shall reserve reserve
the right to monitor tenant benefi programs, which shall be a covenant of, and condition to the continuedthe right to monitor tenant benefi programs, which shall be a covenant of, and condition to thethe right to monitor tenant benefi programs, which shall be a covenant of, and condition to the continuedthe right to monitor tenant benefi programs, which shall be a covenant of, and condition to the continued continued
participation in the PILOT program.participation in the PILOT program.participation in the PILOT program.participation in the PILOT program.

The statement below must be included along with a dated signature of the Applicant or ApplicanfsThe statement below must be included along with a dated signature of the Applicant or ApplicanfsThe statement below must be included along with a dated signature of the Applicant or ApplicanfsThe statement below must be included along with a dated signature of the Applicant or Applicanfs
representative.representative.representative.representative.

9999



This application is made in order to induce The Health, Educational and Housing Facility Board of the CityThis application is made in order to induce The Health, Educational and Housing Facility BoardThis application is made in order to induce The Health, Educational and Housing Facility Board of the CityThis application is made in order to induce The Health, Educational and Housing Facility Board of the City of the City
of Mernphis (HEHFB) to grant financial incentives to the Applicant. The Applicant hereby represents thàtof Mernphis (HEHFB) to grant financial incentives to the Applicant. The Applicant hereby represeof Mernphis (HEHFB) to grant financial incentives to the Applicant. The Applicant hereby represents thàtof Mernphis (HEHFB) to grant financial incentives to the Applicant. The Applicant hereby represents thàtnts thàt
all statements conta.ined herein are true and correct. All information all statements conta.ined herein are true and correct. All information all statements conta.ined herein are true and correct. All information all statements conta.ined herein are true and correct. All information materially significant to the HEHFB inmaterially significant to the HEHFB inmaterially significant to the HEHFB inmaterially significant to the HEHFB in
its consideration of the application is included. The Applicant expressly consents to the HEHFB'sits consideration of the application is included. The Applicant expressly consents to the HEHFB'sits consideration of the application is included. The Applicant expressly consents to the HEHFB'sits consideration of the application is included. The Applicant expressly consents to the HEHFB's
investigation of investigation of investigation of investigation of its credit lnconnection with its credit lnconnection with its credit lnconnection with its credit lnconnection with this application. this application. this application. this application. The Applicant acknowiedges that it hasThe Applicant acknowiedges that it hasThe Applicant acknowiedges that it hasThe Applicant acknowiedges that it has
reviewed the descriptions of the HEHFB financial program for which it is applying and agrees to complyreviewed the descriptions of the HEHFB financial program for which it is applying and agrees to coreviewed the descriptions of the HEHFB financial program for which it is applying and agrees to complyreviewed the descriptions of the HEHFB financial program for which it is applying and agrees to complymply
with those policies. The Applicnt further acknowledges that it has received a copy of the Board'swith those policies. The Applicnt further acknowledges that it has received a copy of the Board'swith those policies. The Applicnt further acknowledges that it has received a copy of the Board'swith those policies. The Applicnt further acknowledges that it has received a copy of the Board's

General Policies and Procedures for the PILOT program, and aCknowledges that the General PoliciesGeneral Policies and Procedures for the PILOT program, and aCknowledges that the General PoliciesGeneral Policies and Procedures for the PILOT program, and aCknowledges that the General PoliciesGeneral Policies and Procedures for the PILOT program, and aCknowledges that the General Policies
and Procedures are an and Procedures are an and Procedures are an and Procedures are an intricate part of the application process. The Applicant shall also intricate part of the application process. The Applicant shall also intricate part of the application process. The Applicant shall also intricate part of the application process. The Applicant shall also be required tobe required tobe required tobe required to
show show show show a good faith effort with regard a good faith effort with regard a good faith effort with regard a good faith effort with regard to the empioyment of llihonty contractors. The AppHcant specificallyto the empioyment of llihonty contractors. The AppHcant specificallyto the empioyment of llihonty contractors. The AppHcant specificallyto the empioyment of llihonty contractors. The AppHcant specifically
agrees to pay all reasonable costs, fees and expenses incurred by the HEHFB whether or not theagrees to pay all reasonable costs, fees and expenses incurred by the HEHFB whether or not theagrees to pay all reasonable costs, fees and expenses incurred by the HEHFB whether or not theagrees to pay all reasonable costs, fees and expenses incurred by the HEHFB whether or not the
incentive is granted or Project completed. .incentive is granted or Project completed. .incentive is granted or Project completed. .incentive is granted or Project completed. .

()~ C.E. WARE TOWERS, INC.()~ C.E. WARE TOWERS, INC.()~ C.E. WARE TOWERS, INC.()~ C.E. WARE TOWERS, INC.

~~~~~~~~.~...~...~...~..BY~.. UV./BY~.. UV./BY~.. UV./BY~.. UV./
Title:.~~~dtTitle:.~~~dtTitle:.~~~dtTitle:.~~~dt
Date'rf/ 19; ,QÓ 01Date'rf/ 19; ,QÓ 01Date'rf/ 19; ,QÓ 01Date'rf/ 19; ,QÓ 01

Onginal signature (in blue ink) required ononginal application form.Onginal signature (in blue ink) required ononginal application form.Onginal signature (in blue ink) required ononginal application form.Onginal signature (in blue ink) required ononginal application form.
Copies of original signature page may be included in the 15 copies ot the application.Copies of original signature page may be included in the 15 copies ot the application.Copies of original signature page may be included in the 15 copies ot the application.Copies of original signature page may be included in the 15 copies ot the application.
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EXHIBIT AEXHIBIT AEXHIBIT AEXHIBIT A

GENERAL POLICIES AND PROCEDURESGENERAL POLICIES AND PROCEDURESGENERAL POLICIES AND PROCEDURESGENERAL POLICIES AND PROCEDURES

As set forth in the Tennessee Code Annotated (TCA), Sections 48-101-308 et seq (the "Act') As set forth in the Tennessee Code Annotated (TCA), Sections 48-101-308 et seq (the "Act') As set forth in the Tennessee Code Annotated (TCA), Sections 48-101-308 et seq (the "Act') As set forth in the Tennessee Code Annotated (TCA), Sections 48-101-308 et seq (the "Act') , The, The, The, The
Health, Educational and Housing Facility Board of the City of Memphis (the "Board") is authorized toHealth, Educational and Housing Facility Board of the City of Memphis (the "Board") is authorized toHealth, Educational and Housing Facility Board of the City of Memphis (the "Board") is authorized toHealth, Educational and Housing Facility Board of the City of Memphis (the "Board") is authorized to
finance, acquire, improve, maintain, extend, lease, dispose of properties, and establish a PILOTfinance, acquire, improve, maintain, extend, lease, dispose of properties, and establish a PILOTfinance, acquire, improve, maintain, extend, lease, dispose of properties, and establish a PILOTfinance, acquire, improve, maintain, extend, lease, dispose of properties, and establish a PILOT
program in order to maintain and increase employment opportunities, and to increase the quantity ofprogram in order to maintain and increase employment opportunities, and to increase the quantity ofprogram in order to maintain and increase employment opportunities, and to increase the quantity ofprogram in order to maintain and increase employment opportunities, and to increase the quantity of
affordable housing available in affected municipalities, and to promote the economic vitality and wellaffordable housing available in affected municipalities, and to promote the economic vitality and affordable housing available in affected municipalities, and to promote the economic vitality and wellaffordable housing available in affected municipalities, and to promote the economic vitality and wellwell
being of the communit. The annual allocation limit for the PILOT program as established by thebeing of the communit. The annual allocation limit for the PILOT program as established by thebeing of the communit. The annual allocation limit for the PILOT program as established by thebeing of the communit. The annual allocation limit for the PILOT program as established by the
Council of the City of Memphis (the "Council") is $50,000,000, which aggregate amount is determinedCouncil of the City of Memphis (the "Council") is $50,000,000, which aggregate amount is determinedCouncil of the City of Memphis (the "Council") is $50,000,000, which aggregate amount is determinedCouncil of the City of Memphis (the "Council") is $50,000,000, which aggregate amount is determined
by the total Project costs of each approved project. There shall be a minimum at two PILOTby the total Project costs of each approved project. There shall be a minimum at two PILOTby the total Project costs of each approved project. There shall be a minimum at two PILOTby the total Project costs of each approved project. There shall be a minimum at two PILOT
application rounds per year, based on available allocation remaining, with the time frame for suchapplication rounds per year, based on available allocation remaining, with the time frame for suchapplication rounds per year, based on available allocation remaining, with the time frame for suchapplication rounds per year, based on available allocation remaining, with the time frame for such
rounds to be determined by the Board. For the purposes of assessing the amount of the Closing Feerounds to be determined by the Board. For the purposes of assessing the amount of the Closing Feerounds to be determined by the Board. For the purposes of assessing the amount of the Closing Feerounds to be determined by the Board. For the purposes of assessing the amount of the Closing Fee
and the amount of the PILOT allocation, Project Costs is defined to include all costs except propertyand the amount of the PILOT allocation, Project Costs is defined to include all costs except properand the amount of the PILOT allocation, Project Costs is defined to include all costs except propertyand the amount of the PILOT allocation, Project Costs is defined to include all costs except propertyty
appraisals, mamet studies, environmental studies, monitoring fees, and rent-up costs.appraisals, mamet studies, environmental studies, monitoring fees, and rent-up costs.appraisals, mamet studies, environmental studies, monitoring fees, and rent-up costs.appraisals, mamet studies, environmental studies, monitoring fees, and rent-up costs.

PILOT QualificationsPILOT QualificationsPILOT QualificationsPILOT Qualifications

The following criterion sets forth the requirements for a propert to qualify under the Board's PILOTThe following criterion sets forth the requirements for a propert to qualify under the Board's PILOTThe following criterion sets forth the requirements for a propert to qualify under the Board's PILOTThe following criterion sets forth the requirements for a propert to qualify under the Board's PILOT
program:program:program:program:

1. The project must be strictly an affordable multifamily program (as defined by TCA).1. The project must be strictly an affordable multifamily program (as defined by TCA).1. The project must be strictly an affordable multifamily program (as defined by TCA).1. The project must be strictly an affordable multifamily program (as defined by TCA).
2. The value of the building renovations, site improvements or new construction must be equal to or2. The value of the building renovations, site improvements or new construction must be equal to or2. The value of the building renovations, site improvements or new construction must be equal to or2. The value of the building renovations, site improvements or new construction must be equal to or

greater than 50% of the lotal project costs including propert acquisition and hard costs.greater than 50% of the lotal project costs including propert acquisition and hard costs.greater than 50% of the lotal project costs including propert acquisition and hard costs.greater than 50% of the lotal project costs including propert acquisition and hard costs.
3. The project's primary use must be affordable multi-family residential within the limits of the City of3. The project's primary use must be affordable multi-family residential within the limits of t3. The project's primary use must be affordable multi-family residential within the limits of the City of3. The project's primary use must be affordable multi-family residential within the limits of the City ofhe City of

Memphis (the "City") containing a minimum of twenty. Memphis (the "City") containing a minimum of twenty. Memphis (the "City") containing a minimum of twenty. Memphis (the "City") containing a minimum of twenty. four (24) units.four (24) units.four (24) units.four (24) units.
4. The total project cost, including acquisition and construction costs, must be equal to or greater4. The total project cost, including acquisition and construction costs, must be equal to or greater4. The total project cost, including acquisition and construction costs, must be equal to or greater4. The total project cost, including acquisition and construction costs, must be equal to or greater

than $1 million for new construction projects $750,000 for acquisition/ rehabilitation projects.than $1 million for new construction projects $750,000 for acquisition/ rehabilitation projects.than $1 million for new construction projects $750,000 for acquisition/ rehabilitation projects.than $1 million for new construction projects $750,000 for acquisition/ rehabilitation projects.
5. The project must meet the following requirement: 20% or more of the Applicant's units must be5. The project must meet the following requirement: 20% or more of the Applicant's units must be5. The project must meet the following requirement: 20% or more of the Applicant's units must be5. The project must meet the following requirement: 20% or more of the Applicant's units must be

occupied by individuals whose income is 50% or less of the median gross income Of 40% or moreoccupied by individuals whose income is 50% or less of the median gross income Of 40% or moreoccupied by individuals whose income is 50% or less of the median gross income Of 40% or moreoccupied by individuals whose income is 50% or less of the median gross income Of 40% or more
of the units must be occupied by individuals whose income is 60% or less of the median grossof the units must be occupied by individuals whose income is 60% or less of the median grossof the units must be occupied by individuals whose income is 60% or less of the median grossof the units must be occupied by individuals whose income is 60% or less of the median gross
income.income.income.income.

Approval ScreeningApproval ScreeningApproval ScreeningApproval Screening

Timely submittal of a PILOT application is required to initiate the process. All applicants are required toTimely submittal of a PILOT application is required to initiate the process. All applicants aTimely submittal of a PILOT application is required to initiate the process. All applicants are required toTimely submittal of a PILOT application is required to initiate the process. All applicants are required tore required to
attend a mandatory pre-submittal conference with a designated representative of the Board wherein theattend a mandatory pre-submittal conference with a designated representative of the Board wherein tattend a mandatory pre-submittal conference with a designated representative of the Board wherein theattend a mandatory pre-submittal conference with a designated representative of the Board wherein thehe
Applicant wil be further apprised of the PILOT review process, PILOT policies and basic eligibilityApplicant wil be further apprised of the PILOT review process, PILOT policies and basic eligibilityApplicant wil be further apprised of the PILOT review process, PILOT policies and basic eligibilityApplicant wil be further apprised of the PILOT review process, PILOT policies and basic eligibility
requirements. The Applicant must also set forth the expected benefits to the tenants of the Project as arequirements. The Applicant must also set forth the expected benefits to the tenants of the Projrequirements. The Applicant must also set forth the expected benefits to the tenants of the Project as arequirements. The Applicant must also set forth the expected benefits to the tenants of the Project as aect as a
result of PILOT benefits, including an analysis of the monetary amount anticipated to be utilîLed for theresult of PILOT benefits, including an analysis of the monetary amount anticipated to be utilîLresult of PILOT benefits, including an analysis of the monetary amount anticipated to be utilîLed for theresult of PILOT benefits, including an analysis of the monetary amount anticipated to be utilîLed for theed for the
administration of tenant based programs, using the analysis of the tax amounts saved with the PILOT inadministration of tenant based programs, using the analysis of the tax amounts saved with the PILOadministration of tenant based programs, using the analysis of the tax amounts saved with the PILOT inadministration of tenant based programs, using the analysis of the tax amounts saved with the PILOT inT in
place and without PILOT approval.place and without PILOT approval.place and without PILOT approval.place and without PILOT approval.

Initial review of the application wil be done by the PILOT Committee and staff. Upon review andInitial review of the application wil be done by the PILOT Committee and staff. Upon review andInitial review of the application wil be done by the PILOT Committee and staff. Upon review andInitial review of the application wil be done by the PILOT Committee and staff. Upon review and
recommendation by the PilOT Committee, final approval shall be determined by the Board of Directors.recommendation by the PilOT Committee, final approval shall be determined by the Board of Directors.recommendation by the PilOT Committee, final approval shall be determined by the Board of Directors.recommendation by the PilOT Committee, final approval shall be determined by the Board of Directors.

Board approval wil be weighted on the above PILOT Qualiications. In additon, the Board wil considerBoard approval wil be weighted on the above PILOT Qualiications. In additon, the Board wil considerBoard approval wil be weighted on the above PILOT Qualiications. In additon, the Board wil considerBoard approval wil be weighted on the above PILOT Qualiications. In additon, the Board wil consider
the following, listed in order of priority:the following, listed in order of priority:the following, listed in order of priority:the following, listed in order of priority:

1. Location of the Project in a Target Area, as is defined by the City at the tIme of application; w.1. Location of the Project in a Target Area, as is defined by the City at the tIme of application; 1. Location of the Project in a Target Area, as is defined by the City at the tIme of application; w.1. Location of the Project in a Target Area, as is defined by the City at the tIme of application; w.w.
2. Detailing and tracing of tenant benefits; (See p. g, Project Financing Information item 2.)2. Detailing and tracing of tenant benefits; (See p. g, Project Financing Information item 2.)2. Detailing and tracing of tenant benefits; (See p. g, Project Financing Information item 2.)2. Detailing and tracing of tenant benefits; (See p. g, Project Financing Information item 2.)
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3. Type of financing, with preference given to PILOTs submitted with tax-exempt bond3. Type of financing, with preference given to PILOTs submitted with tax-exempt bond3. Type of financing, with preference given to PILOTs submitted with tax-exempt bond3. Type of financing, with preference given to PILOTs submitted with tax-exempt bond

financing to be issued by the Board;financing to be issued by the Board;financing to be issued by the Board;financing to be issued by the Board;
4. Applicants with the lowest project cost per unit;4. Applicants with the lowest project cost per unit;4. Applicants with the lowest project cost per unit;4. Applicants with the lowest project cost per unit;

5. Applicants with the lowest project cost per square foot of heated floor space reserved for low5. Applicants with the lowest project cost per square foot of heated floor space reserved for low5. Applicants with the lowest project cost per square foot of heated floor space reserved for low5. Applicants with the lowest project cost per square foot of heated floor space reserved for low

income tenants;income tenants;income tenants;income tenants;
6. Community impact; and6. Community impact; and6. Community impact; and6. Community impact; and

7, If in the initial round of applications for each calendar year an applicable project is submitted for7, If in the initial round of applications for each calendar year an applicable project is submi7, If in the initial round of applications for each calendar year an applicable project is submitted for7, If in the initial round of applications for each calendar year an applicable project is submitted fortted for
scattered site housing, a preference of 10% 01 Board's annual allocation shall be set aside forscattered site housing, a preference of 10% 01 Board's annual allocation shall be set aside forscattered site housing, a preference of 10% 01 Board's annual allocation shall be set aside forscattered site housing, a preference of 10% 01 Board's annual allocation shall be set aside for
Single Family scattered site houses, as qualiied under the Code and per authorizing ResolutionSingle Family scattered site houses, as qualiied under the Code and per authorizing ResolutionSingle Family scattered site houses, as qualiied under the Code and per authorizing ResolutionSingle Family scattered site houses, as qualiied under the Code and per authorizing Resolution
of the City CounciL.of the City CounciL.of the City CounciL.of the City CounciL.

.. The City of Memphis Target Areas can be viewed and downloaded as follows -.. The City of Memphis Target Areas can be viewed and downloaded as follows -.. The City of Memphis Target Areas can be viewed and downloaded as follows -.. The City of Memphis Target Areas can be viewed and downloaded as follows -
Go on line to scif.memphistn.govGo on line to scif.memphistn.govGo on line to scif.memphistn.govGo on line to scif.memphistn.gov

See FY 2009 STRATEGIC COMMUNITY INVES fMENT FUNDS (SCIF)See FY 2009 STRATEGIC COMMUNITY INVES fMENT FUNDS (SCIF)See FY 2009 STRATEGIC COMMUNITY INVES fMENT FUNDS (SCIF)See FY 2009 STRATEGIC COMMUNITY INVES fMENT FUNDS (SCIF)
View and, or download "AGENCY PROFILE INSTRUCTION PACKET & APPLICATION"View and, or download "AGENCY PROFILE INSTRUCTION PACKET & APPLICATION"View and, or download "AGENCY PROFILE INSTRUCTION PACKET & APPLICATION"View and, or download "AGENCY PROFILE INSTRUCTION PACKET & APPLICATION"
Map and area boundaries are on pages 36-38.Map and area boundaries are on pages 36-38.Map and area boundaries are on pages 36-38.Map and area boundaries are on pages 36-38.

(If an applicant cannot access the information this way, they should call the Board's office, for further(If an applicant cannot access the information this way, they should call the Board's office, f(If an applicant cannot access the information this way, they should call the Board's office, for further(If an applicant cannot access the information this way, they should call the Board's office, for furtheror further
assistance. )assistance. )assistance. )assistance. )

Fee ScheduleFee ScheduleFee ScheduleFee Schedule

The Closing Fee assessed by the Board for issuing the PILOT shall be aile percent (1 %) of the certifiedThe Closing Fee assessed by the Board for issuing the PILOT shall be aile percent (1 %) of the cThe Closing Fee assessed by the Board for issuing the PILOT shall be aile percent (1 %) of the certifiedThe Closing Fee assessed by the Board for issuing the PILOT shall be aile percent (1 %) of the certifiedertified
project cost payable at Closing. For the purposes of determining the Closing Fee in connection with aproject cost payable at Closing. For the purposes of determining the Closing Fee in connection withproject cost payable at Closing. For the purposes of determining the Closing Fee in connection with aproject cost payable at Closing. For the purposes of determining the Closing Fee in connection with a a

project, project costs shall be determined on the basis of the total certified cost for a project including,project, project costs shall be determined on the basis of the total certified cost for a prproject, project costs shall be determined on the basis of the total certified cost for a project including,project, project costs shall be determined on the basis of the total certified cost for a project including,oject including,
without limitation, all acquisition and hard costs. The budget set forth in any application to the Board shallwithout limitation, all acquisition and hard costs. The budget set forth in any applicatiowithout limitation, all acquisition and hard costs. The budget set forth in any application to the Board shallwithout limitation, all acquisition and hard costs. The budget set forth in any application to the Board shalln to the Board shall
be deemed to be a certification by the Applicant that the budget set forth therein is a reasonable estimatebe deemed to be a certification by the Applicant that the budget set forth therein is a reasobe deemed to be a certification by the Applicant that the budget set forth therein is a reasonable estimatebe deemed to be a certification by the Applicant that the budget set forth therein is a reasonable estimatenable estimate
of all. project costs. An updated budget may be requested on behalf of the Board at the time of theof all. project costs. An updated budget may be requested on behalf of the Board at the time of theof all. project costs. An updated budget may be requested on behalf of the Board at the time of theof all. project costs. An updated budget may be requested on behalf of the Board at the time of the
signing of such PilOT agreement.signing of such PilOT agreement.signing of such PilOT agreement.signing of such PilOT agreement.

The Closing Fee of one percent (1 %) of project cost will be charged to participating developments. ThisThe Closing Fee of one percent (1 %) of project cost will be charged to participating developmenThe Closing Fee of one percent (1 %) of project cost will be charged to participating developments. ThisThe Closing Fee of one percent (1 %) of project cost will be charged to participating developments. Thists. This
fee wil be divided as follows: seventy percent (70%) to the Board and thirty percent (30%) to the City offee wil be divided as follows: seventy percent (70%) to the Board and thirty percent (30%) to tfee wil be divided as follows: seventy percent (70%) to the Board and thirty percent (30%) to the City offee wil be divided as follows: seventy percent (70%) to the Board and thirty percent (30%) to the City ofhe City of
Memphis Division of Housihg and Community Development ("HCDIt).Memphis Division of Housihg and Community Development ("HCDIt).Memphis Division of Housihg and Community Development ("HCDIt).Memphis Division of Housihg and Community Development ("HCDIt).

For Memphis Housing Authority ("MHA") assisted tax credit developments, which are allowed a twentyFor Memphis Housing Authority ("MHA") assisted tax credit developments, which are allowed a twentyFor Memphis Housing Authority ("MHA") assisted tax credit developments, which are allowed a twentyFor Memphis Housing Authority ("MHA") assisted tax credit developments, which are allowed a twenty
(20) year term, the Closing Fee wil be divided as follows: thirty percent (30%) to the Board and seventy(20) year term, the Closing Fee wil be divided as follows: thirty percent (30%) to the Board and(20) year term, the Closing Fee wil be divided as follows: thirty percent (30%) to the Board and seventy(20) year term, the Closing Fee wil be divided as follows: thirty percent (30%) to the Board and seventy seventy
percent (70%) to HCD.percent (70%) to HCD.percent (70%) to HCD.percent (70%) to HCD.

Project CostProject CostProject CostProject Cost

There will be a preliminary and final evaluation of total project cost to ensure strict compliance with theThere will be a preliminary and final evaluation of total project cost to ensure strict complThere will be a preliminary and final evaluation of total project cost to ensure strict compliance with theThere will be a preliminary and final evaluation of total project cost to ensure strict compliance with theiance with the
requirement that the value of the certified project site improvements, renovation or new constructionrequirement that the value of the certified project site improvements, renovation or new constructirequirement that the value of the certified project site improvements, renovation or new constructionrequirement that the value of the certified project site improvements, renovation or new constructionon
equals fifty percent (50%) of the total project costs. The preliminary evaluation will be done in the pre-equals fifty percent (50%) of the total project costs. The preliminary evaluation will be doneequals fifty percent (50%) of the total project costs. The preliminary evaluation will be done in the pre-equals fifty percent (50%) of the total project costs. The preliminary evaluation will be done in the pre- in the pre-
submittal conference, with the final evaluation held at Closing. For purposes of the final evaluation, thesubmittal conference, with the final evaluation held at Closing. For purposes of the final evasubmittal conference, with the final evaluation held at Closing. For purposes of the final evaluation, thesubmittal conference, with the final evaluation held at Closing. For purposes of the final evaluation, theluation, the
Project wil be required to submit an Architect's Inspection certrficate or Lender's certificate toProject wil be required to submit an Architect's Inspection certrficate or Lender's certificate toProject wil be required to submit an Architect's Inspection certrficate or Lender's certificate toProject wil be required to submit an Architect's Inspection certrficate or Lender's certificate to
evidence and certify the total project cost prior to Closing.evidence and certify the total project cost prior to Closing.evidence and certify the total project cost prior to Closing.evidence and certify the total project cost prior to Closing.

PILOT DocumentsPILOT DocumentsPILOT DocumentsPILOT Documents

The required documentation for an approved PILOT transaction includes the following:The required documentation for an approved PILOT transaction includes the following:The required documentation for an approved PILOT transaction includes the following:The required documentation for an approved PILOT transaction includes the following:
8. PILOT Agreement;8. PILOT Agreement;8. PILOT Agreement;8. PILOT Agreement;

b. Lease Agreement; andb. Lease Agreement; andb. Lease Agreement; andb. Lease Agreement; and

c. Quit Claim Deed transferring title to the propert to the Board.c. Quit Claim Deed transferring title to the propert to the Board.c. Quit Claim Deed transferring title to the propert to the Board.c. Quit Claim Deed transferring title to the propert to the Board.

CompliancelMonitoringCompliancelMonitoringCompliancelMonitoringCompliancelMonitoring

It is the purpose of this program to benefit low and moderate income tenants. As a result, propertiesIt is the purpose of this program to benefit low and moderate income tenants. As a result, propertiIt is the purpose of this program to benefit low and moderate income tenants. As a result, propertiesIt is the purpose of this program to benefit low and moderate income tenants. As a result, propertieses
inoluded in this tax relief program are subject to semi annual reporting and monitoring requirements forinoluded in this tax relief program are subject to semi annual reporting and monitoring requireminoluded in this tax relief program are subject to semi annual reporting and monitoring requirements forinoluded in this tax relief program are subject to semi annual reporting and monitoring requirements forents for
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compliance with both the terms of this program and with other fair housing practices. Each approvedcompliance with both the terms of this program and with other fair housing practices. Each approvedcompliance with both the terms of this program and with other fair housing practices. Each approvedcompliance with both the terms of this program and with other fair housing practices. Each approved
applicant will be required to submit compliance and monitoring procdures to the Board to insureapplicant will be required to submit compliance and monitoring procdures to the Board to insureapplicant will be required to submit compliance and monitoring procdures to the Board to insureapplicant will be required to submit compliance and monitoring procdures to the Board to insure
compliance with PILOT program requirements. Said compliance requirements will be provided in the pre-compliance with PILOT program requirements. Said compliance requirements will be provided in the prcompliance with PILOT program requirements. Said compliance requirements will be provided in the pre-compliance with PILOT program requirements. Said compliance requirements will be provided in the pre-e-
submittal conference. Ttie costs of the compliance and monitoring services shall be the responsibility ofsubmittal conference. Ttie costs of the compliance and monitoring services shall be the responssubmittal conference. Ttie costs of the compliance and monitoring services shall be the responsibility ofsubmittal conference. Ttie costs of the compliance and monitoring services shall be the responsibility ofibility of
the Applicant. The compliance and monitoring by the Board will be provided by a third part vendor, andthe Applicant. The compliance and monitoring by the Board will be provided by a third part vendor,the Applicant. The compliance and monitoring by the Board will be provided by a third part vendor, andthe Applicant. The compliance and monitoring by the Board will be provided by a third part vendor, and and
will include, but is not limited to, trackìng on a quarterly basis of the following:will include, but is not limited to, trackìng on a quarterly basis of the following:will include, but is not limited to, trackìng on a quarterly basis of the following:will include, but is not limited to, trackìng on a quarterly basis of the following:

1. Total amount of the tax benefit earned by PILOT;1. Total amount of the tax benefit earned by PILOT;1. Total amount of the tax benefit earned by PILOT;1. Total amount of the tax benefit earned by PILOT;

2. Total value of tenant benefit generated by PILOï tax relief;2. Total value of tenant benefit generated by PILOï tax relief;2. Total value of tenant benefit generated by PILOï tax relief;2. Total value of tenant benefit generated by PILOï tax relief;
3. Annual cost of programs administered on behalf of the tenant;3. Annual cost of programs administered on behalf of the tenant;3. Annual cost of programs administered on behalf of the tenant;3. Annual cost of programs administered on behalf of the tenant;
4. Evidence of percentage of tenants whose income falls within 50% or 60% of the area median4. Evidence of percentage of tenants whose income falls within 50% or 60% of the area median4. Evidence of percentage of tenants whose income falls within 50% or 60% of the area median4. Evidence of percentage of tenants whose income falls within 50% or 60% of the area median

income;income;income;income;

if after review any Project is found to be deficient in meeting the PILOT standards, the Applicant will beif after review any Project is found to be deficient in meeting the PILOT standards, the Appliif after review any Project is found to be deficient in meeting the PILOT standards, the Applicant will beif after review any Project is found to be deficient in meeting the PILOT standards, the Applicant will becant will be
allowed a sixty (60) day period within which to redress any and all deficiencies. If the deficiencies are notallowed a sixty (60) day period within which to redress any and all deficiencies. If the deallowed a sixty (60) day period within which to redress any and all deficiencies. If the deficiencies are notallowed a sixty (60) day period within which to redress any and all deficiencies. If the deficiencies are notficiencies are not
cured in a timely way, it wil be a material default and upon recommendation of the Committee, the PILOTcured in a timely way, it wil be a material default and upon recommendation of the Committee, thecured in a timely way, it wil be a material default and upon recommendation of the Committee, the PILOTcured in a timely way, it wil be a material default and upon recommendation of the Committee, the PILOT PILOT
wil be subject to termination by the Board.wil be subject to termination by the Board.wil be subject to termination by the Board.wil be subject to termination by the Board.

Additionally, before October 1 of each year, as required by the Code, the lessee shall submit to the StateAdditionally, before October 1 of each year, as required by the Code, the lessee shall submit Additionally, before October 1 of each year, as required by the Code, the lessee shall submit to the StateAdditionally, before October 1 of each year, as required by the Code, the lessee shall submit to the Stateto the State
Board of Equalization, the Shelby County Board of Equalization, the Shelby County Assessor, and theBoard of Equalization, the Shelby County Board of Equalization, the Shelby County Assessor, and theBoard of Equalization, the Shelby County Board of Equalization, the Shelby County Assessor, and theBoard of Equalization, the Shelby County Board of Equalization, the Shelby County Assessor, and the
Board an annual report containing (a) a list of all the real and personal property owned by the lessee andBoard an annual report containing (a) a list of all the real and personal property owned by thBoard an annual report containing (a) a list of all the real and personal property owned by the lessee andBoard an annual report containing (a) a list of all the real and personal property owned by the lessee ande lessee and
its associated entitÎes (b) the value of each listed propert as estimated by the lessee (c) the date andits associated entitÎes (b) the value of each listed propert as estimated by the lessee (c) the its associated entitÎes (b) the value of each listed propert as estimated by the lessee (c) the date andits associated entitÎes (b) the value of each listed propert as estimated by the lessee (c) the date anddate and
term of the lease for each listed propert (d) the amount of payments made in lieu of propert taxes forterm of the lease for each listed propert (d) the amount of payments made in lieu of propert taxesterm of the lease for each listed propert (d) the amount of payments made in lieu of propert taxes forterm of the lease for each listed propert (d) the amount of payments made in lieu of propert taxes for for
each listed propert (e) the date each listed propert is scheduled to be returned to the regular tax rollseach listed propert (e) the date each listed propert is scheduled to be returned to the regulareach listed propert (e) the date each listed propert is scheduled to be returned to the regular tax rollseach listed propert (e) the date each listed propert is scheduled to be returned to the regular tax rolls tax rolls
and (f) a calculation of the taxes which would have been due for each listed propert if the propertiesand (f) a calculation of the taxes which would have been due for each listed propert if the properand (f) a calculation of the taxes which would have been due for each listed propert if the propertiesand (f) a calculation of the taxes which would have been due for each listed propert if the propertiesties
were privately owned or otherwise subject to taxation. Each lessee shall be responsible for the timelywere privately owned or otherwise subject to taxation. Each lessee shall be responsible for the tiwere privately owned or otherwise subject to taxation. Each lessee shall be responsible for the timelywere privately owned or otherwise subject to taxation. Each lessee shall be responsible for the timelymely
completion and fiing of the report, and failure to timely complete and file the report shall subject suchcompletion and fiing of the report, and failure to timely complete and file the report shall sucompletion and fiing of the report, and failure to timely complete and file the report shall subject suchcompletion and fiing of the report, and failure to timely complete and file the report shall subject suchbject such
lessee to a penalty as provided in the Act, as supplemented or amended.lessee to a penalty as provided in the Act, as supplemented or amended.lessee to a penalty as provided in the Act, as supplemented or amended.lessee to a penalty as provided in the Act, as supplemented or amended.

The Board is required to make a quarterly report to the City Council on the status of the PILOT program.The Board is required to make a quarterly report to the City Council on the status of the PILOT The Board is required to make a quarterly report to the City Council on the status of the PILOT program.The Board is required to make a quarterly report to the City Council on the status of the PILOT program.program.
An annual audit is also prepared and presented by the Executive Director of the Board.An annual audit is also prepared and presented by the Executive Director of the Board.An annual audit is also prepared and presented by the Executive Director of the Board.An annual audit is also prepared and presented by the Executive Director of the Board.

Additìonal GuidelinesAdditìonal GuidelinesAdditìonal GuidelinesAdditìonal Guidelines

1. The maximum allowable term for a PILOT lease shall be ten (10) years.1. The maximum allowable term for a PILOT lease shall be ten (10) years.1. The maximum allowable term for a PILOT lease shall be ten (10) years.1. The maximum allowable term for a PILOT lease shall be ten (10) years.
2. Payments in lieu of taxes shall be based on the current assessment of the propert as published2. Payments in lieu of taxes shall be based on the current assessment of the propert as published2. Payments in lieu of taxes shall be based on the current assessment of the propert as published2. Payments in lieu of taxes shall be based on the current assessment of the propert as published

by the Shelby County Assessor of Propert at Closing.by the Shelby County Assessor of Propert at Closing.by the Shelby County Assessor of Propert at Closing.by the Shelby County Assessor of Propert at Closing.
3. An applicant must own ttie property or have an option or other right to purchase the property in3. An applicant must own ttie property or have an option or other right to purchase the property in3. An applicant must own ttie property or have an option or other right to purchase the property in3. An applicant must own ttie property or have an option or other right to purchase the property in

order to be elìgible to apply for a PILOT. Said site control shall be the èquivalent of fee simpleorder to be elìgible to apply for a PILOT. Said site control shall be the èquivalent of fee simpleorder to be elìgible to apply for a PILOT. Said site control shall be the èquivalent of fee simpleorder to be elìgible to apply for a PILOT. Said site control shall be the èquivalent of fee simple
title, 99 year lease or an option to purchase with no contingencies except financing.title, 99 year lease or an option to purchase with no contingencies except financing.title, 99 year lease or an option to purchase with no contingencies except financing.title, 99 year lease or an option to purchase with no contingencies except financing.

4. Applications for PILOT approval must include a five (5) year project pro formaJnancial analysis4. Applications for PILOT approval must include a five (5) year project pro formaJnancial analysis4. Applications for PILOT approval must include a five (5) year project pro formaJnancial analysis4. Applications for PILOT approval must include a five (5) year project pro formaJnancial analysis

of the project's income, expenses and tenant benefits.of the project's income, expenses and tenant benefits.of the project's income, expenses and tenant benefits.of the project's income, expenses and tenant benefits.
5. Affordable multi-family residential or housing facility ís defined as twenty-four (24) or more5. Affordable multi-family residential or housing facility ís defined as twenty-four (24) or more5. Affordable multi-family residential or housing facility ís defined as twenty-four (24) or more5. Affordable multi-family residential or housing facility ís defined as twenty-four (24) or more

residential units located in a single building, on one parcel of land or on contiguous parcels ofresidential units located in a single building, on one parcel of land or on contiguous parcels ofresidential units located in a single building, on one parcel of land or on contiguous parcels ofresidential units located in a single building, on one parcel of land or on contiguous parcels of
land as defined in the Code.land as defined in the Code.land as defined in the Code.land as defined in the Code.

6. An Applicant will have up to six (6) months from the time of approval by the Board to close a6. An Applicant will have up to six (6) months from the time of approval by the Board to close a6. An Applicant will have up to six (6) months from the time of approval by the Board to close a6. An Applicant will have up to six (6) months from the time of approval by the Board to close a
PILOT transaction. If the transaction has not been closed within that time, the Project will bePILOT transaction. If the transaction has not been closed within that time, the Project will bePILOT transaction. If the transaction has not been closed within that time, the Project will bePILOT transaction. If the transaction has not been closed within that time, the Project will be
allowed a one time, automatic six (6) month extension, upon payment of an extension fee. Anallowed a one time, automatic six (6) month extension, upon payment of an extension fee. Anallowed a one time, automatic six (6) month extension, upon payment of an extension fee. Anallowed a one time, automatic six (6) month extension, upon payment of an extension fee. An
extension fee equal to the original application fee will be due and payable before said extensionextension fee equal to the original application fee will be due and payable before said extensionextension fee equal to the original application fee will be due and payable before said extensionextension fee equal to the original application fee will be due and payable before said extension
shall be granted. The extension fee shat! not be credited against the closing fee. Anyshall be granted. The extension fee shat! not be credited against the closing fee. Anyshall be granted. The extension fee shat! not be credited against the closing fee. Anyshall be granted. The extension fee shat! not be credited against the closing fee. Any
additional extensions will require a good cause showing before the Board before approvaL.additional extensions will require a good cause showing before the Board before approvaL.additional extensions will require a good cause showing before the Board before approvaL.additional extensions will require a good cause showing before the Board before approvaL.

7. All PILOTs not closed within one (1) year öf approval are subject to withdrawaL.7. All PILOTs not closed within one (1) year öf approval are subject to withdrawaL.7. All PILOTs not closed within one (1) year öf approval are subject to withdrawaL.7. All PILOTs not closed within one (1) year öf approval are subject to withdrawaL.

8. If propert approved for a PILOT becomes vacant and unoccupied for a period of one year, the8. If propert approved for a PILOT becomes vacant and unoccupied for a period of one year, the8. If propert approved for a PILOT becomes vacant and unoccupied for a period of one year, the8. If propert approved for a PILOT becomes vacant and unoccupied for a period of one year, the

PILOT agreement will be terminated and the propert may return to the tax rolls at the thenPILOT agreement will be terminated and the propert may return to the tax rolls at the thenPILOT agreement will be terminated and the propert may return to the tax rolls at the thenPILOT agreement will be terminated and the propert may return to the tax rolls at the then
current tax assessmentcurrent tax assessmentcurrent tax assessmentcurrent tax assessment
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9. All PILOT transactions will be closed in the name of the Applicant or part designated in the9. All PILOT transactions will be closed in the name of the Applicant or part designated in the9. All PILOT transactions will be closed in the name of the Applicant or part designated in the9. All PILOT transactions will be closed in the name of the Applicant or part designated in the

application as the owner of the project. Prior written approval of Board wil be required forapplication as the owner of the project. Prior written approval of Board wil be required forapplication as the owner of the project. Prior written approval of Board wil be required forapplication as the owner of the project. Prior written approval of Board wil be required for
substitution of another part under any PILOT agreement prior to closing thereof.substitution of another part under any PILOT agreement prior to closing thereof.substitution of another part under any PILOT agreement prior to closing thereof.substitution of another part under any PILOT agreement prior to closing thereof.

10. No PILOT agreement may be transferred/assigned without the approval of the Board. The10. No PILOT agreement may be transferred/assigned without the approval of the Board. The10. No PILOT agreement may be transferred/assigned without the approval of the Board. The10. No PILOT agreement may be transferred/assigned without the approval of the Board. The
transferee/assignee must agree to comply with the terms of the PILOT documents, meet alltransferee/assignee must agree to comply with the terms of the PILOT documents, meet alltransferee/assignee must agree to comply with the terms of the PILOT documents, meet alltransferee/assignee must agree to comply with the terms of the PILOT documents, meet all
compliance requirements, execute all necessary transfer/assignment documents, andcompliance requirements, execute all necessary transfer/assignment documents, andcompliance requirements, execute all necessary transfer/assignment documents, andcompliance requirements, execute all necessary transfer/assignment documents, and
pay required transfer fee of one-half oj the onginal application fee, plus applicable Boardpay required transfer fee of one-half oj the onginal application fee, plus applicable Boardpay required transfer fee of one-half oj the onginal application fee, plus applicable Boardpay required transfer fee of one-half oj the onginal application fee, plus applicable Board
expenses and attorney fees.expenses and attorney fees.expenses and attorney fees.expenses and attorney fees.

11. Upon completion of any Project subject to a PILOT agreement, the Project shall be reviewed to11. Upon completion of any Project subject to a PILOT agreement, the Project shall be reviewed to11. Upon completion of any Project subject to a PILOT agreement, the Project shall be reviewed to11. Upon completion of any Project subject to a PILOT agreement, the Project shall be reviewed to
determine if the Project was completed as set forth in the application with respect to such projectdetermine if the Project was completed as set forth in the application with respect to such projectdetermine if the Project was completed as set forth in the application with respect to such projectdetermine if the Project was completed as set forth in the application with respect to such project
plans and specifications as approved by the Board.plans and specifications as approved by the Board.plans and specifications as approved by the Board.plans and specifications as approved by the Board.

12. Project value shall be determined on the basis of the total appraised value given (including,12. Project value shall be determined on the basis of the total appraised value given (including,12. Project value shall be determined on the basis of the total appraised value given (including,12. Project value shall be determined on the basis of the total appraised value given (including,
without limitation, cash and assumption of debt) in the event of sale, transfer or assumption of allwithout limitation, cash and assumption of debt) in the event of sale, transfer or assumption of allwithout limitation, cash and assumption of debt) in the event of sale, transfer or assumption of allwithout limitation, cash and assumption of debt) in the event of sale, transfer or assumption of all
of the lessee's interest in a PILOT. If the sale, transfer or assumption is for less than all of theof the lessee's interest in a PILOT. If the sale, transfer or assumption is for less than all of theof the lessee's interest in a PILOT. If the sale, transfer or assumption is for less than all of theof the lessee's interest in a PILOT. If the sale, transfer or assumption is for less than all of the
lessee's or borrower's interest, project value shall be determined on the basis of an appraisal oflessee's or borrower's interest, project value shall be determined on the basis of an appraisal oflessee's or borrower's interest, project value shall be determined on the basis of an appraisal oflessee's or borrower's interest, project value shall be determined on the basis of an appraisal of
the Project.the Project.the Project.the Project.

13. In the event the Project is sold or refinanced, it is possible to continue the PILOT, subject to13. In the event the Project is sold or refinanced, it is possible to continue the PILOT, subject to13. In the event the Project is sold or refinanced, it is possible to continue the PILOT, subject to13. In the event the Project is sold or refinanced, it is possible to continue the PILOT, subject to

certa.í conditions as approved by the Board, but any legal or other costs associated with thecerta.í conditions as approved by the Board, but any legal or other costs associated with thecerta.í conditions as approved by the Board, but any legal or other costs associated with thecerta.í conditions as approved by the Board, but any legal or other costs associated with the
matter wil be borne by the Applicant.matter wil be borne by the Applicant.matter wil be borne by the Applicant.matter wil be borne by the Applicant.

Transfer of PILOTTransfer of PILOTTransfer of PILOTTransfer of PILOT

There shall be no automatic transfers of the PILOT by the Applicant, and any attempt to do so shall beThere shall be no automatic transfers of the PILOT by the Applicant, and any attempt to do so shalThere shall be no automatic transfers of the PILOT by the Applicant, and any attempt to do so shall beThere shall be no automatic transfers of the PILOT by the Applicant, and any attempt to do so shall bel be
void ab initio. However, for Projects with a recorded Land Use Restriction Agreement exceptions mayvoid ab initio. However, for Projects with a recorded Land Use Restriction Agreement exceptions mayvoid ab initio. However, for Projects with a recorded Land Use Restriction Agreement exceptions mayvoid ab initio. However, for Projects with a recorded Land Use Restriction Agreement exceptions may
apply. Each PILOT transfer must be approved by the Board after consideration of a PILOT Transferapply. Each PILOT transfer must be approved by the Board after consideration of a PILOT Transferapply. Each PILOT transfer must be approved by the Board after consideration of a PILOT Transferapply. Each PILOT transfer must be approved by the Board after consideration of a PILOT Transfer
Application by the potential transferee. As a condition of transfer, the transferee must agree to complyApplication by the potential transferee. As a condition of transfer, the transferee must agree tApplication by the potential transferee. As a condition of transfer, the transferee must agree to complyApplication by the potential transferee. As a condition of transfer, the transferee must agree to complyo comply
with the terms of the PILOT Agreement and other PILOT conditions, including compliance andwith the terms of the PILOT Agreement and other PILOT conditions, including compliance andwith the terms of the PILOT Agreement and other PILOT conditions, including compliance andwith the terms of the PILOT Agreement and other PILOT conditions, including compliance and
monitoring. The transfer fee is one-half of the original application fee, plus applicable Board expensesmonitoring. The transfer fee is one-half of the original application fee, plus applicable Board monitoring. The transfer fee is one-half of the original application fee, plus applicable Board expensesmonitoring. The transfer fee is one-half of the original application fee, plus applicable Board expensesexpenses
including reasonable attorney fees. The transfer fee shall be submitted with the PILOT Transferincluding reasonable attorney fees. The transfer fee shall be submitted with the PILOT Transferincluding reasonable attorney fees. The transfer fee shall be submitted with the PILOT Transferincluding reasonable attorney fees. The transfer fee shall be submitted with the PILOT Transfer
Application. All transfer applications must be submitted to the Board a minimum of two (2) weeksApplication. All transfer applications must be submitted to the Board a minimum of two (2) weeksApplication. All transfer applications must be submitted to the Board a minimum of two (2) weeksApplication. All transfer applications must be submitted to the Board a minimum of two (2) weeks
prior to the Board meeting at which the transfer application wil be considered.prior to the Board meeting at which the transfer application wil be considered.prior to the Board meeting at which the transfer application wil be considered.prior to the Board meeting at which the transfer application wil be considered.

Deeds of TrustDeeds of TrustDeeds of TrustDeeds of Trust

The Board wil agree to enter into a Deed of Trust, as requested, in order for the Applicant toThe Board wil agree to enter into a Deed of Trust, as requested, in order for the Applicant toThe Board wil agree to enter into a Deed of Trust, as requested, in order for the Applicant toThe Board wil agree to enter into a Deed of Trust, as requested, in order for the Applicant to
obtain permanent financing after PILOT approval. The Board assumes no liabilty whatsOêver, financial orobtain permanent financing after PILOT approval. The Board assumes no liabilty whatsOêver, financobtain permanent financing after PILOT approval. The Board assumes no liabilty whatsOêver, financial orobtain permanent financing after PILOT approval. The Board assumes no liabilty whatsOêver, financial orial or
otherwise, for payment of the obligations of the Applicant as evidenced by any note secured thereby.otherwise, for payment of the obligations of the Applicant as evidenced by any note secured thereby.otherwise, for payment of the obligations of the Applicant as evidenced by any note secured thereby.otherwise, for payment of the obligations of the Applicant as evidenced by any note secured thereby.
Anything to the contrary in a Deed of Trust notwithstanding, in the event of default on the note by theAnything to the contrary in a Deed of Trust notwithstanding, in the event of default on the note Anything to the contrary in a Deed of Trust notwithstanding, in the event of default on the note by theAnything to the contrary in a Deed of Trust notwithstanding, in the event of default on the note by theby the
Applîcant, the sole remedy for a lender against the Board is the conveyance of the propert to lender. AApplîcant, the sole remedy for a lender against the Board is the conveyance of the propert to lenApplîcant, the sole remedy for a lender against the Board is the conveyance of the propert to lender. AApplîcant, the sole remedy for a lender against the Board is the conveyance of the propert to lender. Ader. A
lender, by accepting the Deed of Trust, agrees that it shall not sue for, seek or demand any deficiencylender, by accepting the Deed of Trust, agrees that it shall not sue for, seek or demand any defilender, by accepting the Deed of Trust, agrees that it shall not sue for, seek or demand any deficiencylender, by accepting the Deed of Trust, agrees that it shall not sue for, seek or demand any deficiencyciency
judgment or other money judgment or to impose any liabiliy against Board or its successors and assignsjudgment or other money judgment or to impose any liabiliy against Board or its successors and assjudgment or other money judgment or to impose any liabiliy against Board or its successors and assignsjudgment or other money judgment or to impose any liabiliy against Board or its successors and assignsigns
(including any incorporator, member, director, employee or agent) for repayment of any debt and is fully(including any incorporator, member, director, employee or agent) for repayment of any debt and (including any incorporator, member, director, employee or agent) for repayment of any debt and is fully(including any incorporator, member, director, employee or agent) for repayment of any debt and is fullyis fully
exculpated therefrom by lender, trustee, and Applicant.exculpated therefrom by lender, trustee, and Applicant.exculpated therefrom by lender, trustee, and Applicant.exculpated therefrom by lender, trustee, and Applicant.
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GENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FOR
SENIOR HOUSING PILOTSSENIOR HOUSING PILOTSSENIOR HOUSING PILOTSSENIOR HOUSING PILOTS

Pursuant to Tennessee Code Annotated 67-5-207(a)(1), as amended, propert of nonprofit corporationsPursuant to Tennessee Code Annotated 67-5-207(a)(1), as amended, propert of nonprofit corporationsPursuant to Tennessee Code Annotated 67-5-207(a)(1), as amended, propert of nonprofit corporationsPursuant to Tennessee Code Annotated 67-5-207(a)(1), as amended, propert of nonprofit corporations
within the State of Tennessee used for permanent housing of low income persons with disabilties or lowwithin the State of Tennessee used for permanent housing of low income persons with disabilties orwithin the State of Tennessee used for permanent housing of low income persons with disabilties or lowwithin the State of Tennessee used for permanent housing of low income persons with disabilties or low low
income elderly persons or handicapped persons is exempt from propert taxation. All claims for propertincome elderly persons or handicapped persons is exempt from propert taxation. All claims for propeincome elderly persons or handicapped persons is exempt from propert taxation. All claims for propertincome elderly persons or handicapped persons is exempt from propert taxation. All claims for propertrt
tax exemption under 67-5-207 are also sublect to Section 67-5-212 (b), which provides that an applicationtax exemption under 67-5-207 are also sublect to Section 67-5-212 (b), which provides that an atax exemption under 67-5-207 are also sublect to Section 67-5-212 (b), which provides that an applicationtax exemption under 67-5-207 are also sublect to Section 67-5-212 (b), which provides that an applicationpplication
seeking approval of the exemption must be filed with the State Board of Equalization.seeking approval of the exemption must be filed with the State Board of Equalization.seeking approval of the exemption must be filed with the State Board of Equalization.seeking approval of the exemption must be filed with the State Board of Equalization.

In lieu of payment of propert taxes, for which an exemption is granted, approved Senior Housing PILOTIn lieu of payment of propert taxes, for which an exemption is granted, approved Senior Housing PILIn lieu of payment of propert taxes, for which an exemption is granted, approved Senior Housing PILOTIn lieu of payment of propert taxes, for which an exemption is granted, approved Senior Housing PILOTOT
applicants shall make annual PILO r payments to any county, municipality, metropolitan govemment orapplicants shall make annual PILO r payments to any county, municipality, metropolitan govemment orapplicants shall make annual PILO r payments to any county, municipality, metropolitan govemment orapplicants shall make annual PILO r payments to any county, municipality, metropolitan govemment or
distnct, as provided in Section 67-5-2-1(2). Pursuant to Resolution adopted by the Memphis City Councildistnct, as provided in Section 67-5-2-1(2). Pursuant to Resolution adopted by the Memphis City Cdistnct, as provided in Section 67-5-2-1(2). Pursuant to Resolution adopted by the Memphis City Councildistnct, as provided in Section 67-5-2-1(2). Pursuant to Resolution adopted by the Memphis City Councilouncil
on December 4,2007, said PILOT amount shall equal twenty-five (25%) percent of the ad valorem taxeson December 4,2007, said PILOT amount shall equal twenty-five (25%) percent of the ad valorem taxeson December 4,2007, said PILOT amount shall equal twenty-five (25%) percent of the ad valorem taxeson December 4,2007, said PILOT amount shall equal twenty-five (25%) percent of the ad valorem taxes
due on the propert at the time the PILOT is applied, Additionally, the maximum term of the PILOT shalldue on the propert at the time the PILOT is applied, Additionally, the maximum term of the PILOT sdue on the propert at the time the PILOT is applied, Additionally, the maximum term of the PILOT shalldue on the propert at the time the PILOT is applied, Additionally, the maximum term of the PILOT shallhall
be the same term as any govemmentalloar or grant as described at the time of approval.be the same term as any govemmentalloar or grant as described at the time of approval.be the same term as any govemmentalloar or grant as described at the time of approval.be the same term as any govemmentalloar or grant as described at the time of approval.

Senior Housing PILOT allocations shall not be included as part of the PILOT Program annual allocationSenior Housing PILOT allocations shall not be included as part of the PILOT Program annual allocatiSenior Housing PILOT allocations shall not be included as part of the PILOT Program annual allocationSenior Housing PILOT allocations shall not be included as part of the PILOT Program annual allocationon
limit of $50,000,000 of total project cost.limit of $50,000,000 of total project cost.limit of $50,000,000 of total project cost.limit of $50,000,000 of total project cost.

A-5A-5A-5A-5



GENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FORGENERAL POLICIES AND PROCEDURES FOR
MEMPHIS HOUSING AUTHORITYMEMPHIS HOUSING AUTHORITYMEMPHIS HOUSING AUTHORITYMEMPHIS HOUSING AUTHORITY

LOW INCOME HOUSING TAX CREDIT PROPERTIESLOW INCOME HOUSING TAX CREDIT PROPERTIESLOW INCOME HOUSING TAX CREDIT PROPERTIESLOW INCOME HOUSING TAX CREDIT PROPERTIES. . T_~. . T_~. . T_~. . T_~

The Board is authorized by Resolution adopted on May 7, 2002 by the Council of the City of Memphis,The Board is authorized by Resolution adopted on May 7, 2002 by the Council of the City of Memphis,The Board is authorized by Resolution adopted on May 7, 2002 by the Council of the City of Memphis,The Board is authorized by Resolution adopted on May 7, 2002 by the Council of the City of Memphis,
Tennessee (the "Council") to negotiate and enter into agreements with qualified lessees in connectionTennessee (the "Council") to negotiate and enter into agreements with qualified lessees in connectiTennessee (the "Council") to negotiate and enter into agreements with qualified lessees in connectionTennessee (the "Council") to negotiate and enter into agreements with qualified lessees in connectionon
with payments in lieu of ad valorem taxes, provided that such payments are deemed by the Board to be inwith payments in lieu of ad valorem taxes, provided that such payments are deemed by the Board towith payments in lieu of ad valorem taxes, provided that such payments are deemed by the Board to be inwith payments in lieu of ad valorem taxes, provided that such payments are deemed by the Board to be in be in
furtherance of its public purpse (the "Resolution"). The Memphis Housing Authority ("MHA") is a pubhcfurtherance of its public purpse (the "Resolution"). The Memphis Housing Authority ("MHA") is a pubfurtherance of its public purpse (the "Resolution"). The Memphis Housing Authority ("MHA") is a pubhcfurtherance of its public purpse (the "Resolution"). The Memphis Housing Authority ("MHA") is a pubhchc
housing agency and is authorìzed by legislation cooified as T.C.A. §13-20-104, et seq., as amended,housing agency and is authorìzed by legislation cooified as T.C.A. §13-20-104, et seq., as amended,housing agency and is authorìzed by legislation cooified as T.C.A. §13-20-104, et seq., as amended,housing agency and is authorìzed by legislation cooified as T.C.A. §13-20-104, et seq., as amended,
among oiter things, to establish a payment in lieu of ad valorem taxes program ("MHA PILOr). T.eAamong oiter things, to establish a payment in lieu of ad valorem taxes program ("MHA PILOr). T.eAamong oiter things, to establish a payment in lieu of ad valorem taxes program ("MHA PILOr). T.eAamong oiter things, to establish a payment in lieu of ad valorem taxes program ("MHA PILOr). T.eA
§4S-10L.301 at seq. and T.C.A. §13-20-104, et seq. (collectively, the "MilA PILOT Acl); however, in lieu§4S-10L.301 at seq. and T.C.A. §13-20-104, et seq. (collectively, the "MilA PILOT Acl); however,§4S-10L.301 at seq. and T.C.A. §13-20-104, et seq. (collectively, the "MilA PILOT Acl); however, in lieu§4S-10L.301 at seq. and T.C.A. §13-20-104, et seq. (collectively, the "MilA PILOT Acl); however, in lieu in lieu
of seeking a direct delegation of authonly, a variance of the Board's delegation was applied for andof seeking a direct delegation of authonly, a variance of the Board's delegation was applied for andof seeking a direct delegation of authonly, a variance of the Board's delegation was applied for andof seeking a direct delegation of authonly, a variance of the Board's delegation was applied for and

granted.granted.granted.granted.

Pursuant to the MHA PILOT Act, the Resolution was amended by the Council on September 2, 2003. (thePursuant to the MHA PILOT Act, the Resolution was amended by the Council on September 2, 2003. (thePursuant to the MHA PILOT Act, the Resolution was amended by the Council on September 2, 2003. (thePursuant to the MHA PILOT Act, the Resolution was amended by the Council on September 2, 2003. (the
"Amended Resolution") to provide a variance to the Board's PILOT program for the benefit of MHA, $0"Amended Resolution") to provide a variance to the Board's PILOT program for the benefit of MHA, $0"Amended Resolution") to provide a variance to the Board's PILOT program for the benefit of MHA, $0"Amended Resolution") to provide a variance to the Board's PILOT program for the benefit of MHA, $0
that it may continue its public benefit purposes of providing safe, decent and affordable housing for lowthat it may continue its public benefit purposes of providing safe, decent and affordable housithat it may continue its public benefit purposes of providing safe, decent and affordable housing for lowthat it may continue its public benefit purposes of providing safe, decent and affordable housing for lowng for low
and moderate income familes within the City of Memphis, and such purposes to be furthered by aand moderate income familes within the City of Memphis, and such purposes to be furthered by aand moderate income familes within the City of Memphis, and such purposes to be furthered by aand moderate income familes within the City of Memphis, and such purposes to be furthered by a
variance restricted exclusively for projects developed through the assistance of low income housing taxvariance restricted exclusively for projects developed through the assistance of low income housivariance restricted exclusively for projects developed through the assistance of low income housing taxvariance restricted exclusively for projects developed through the assistance of low income housing taxng tax
credits ("UHTC"), under Section 42 of the Internal Revenue Code of 1986, as amended (the "Code").credits ("UHTC"), under Section 42 of the Internal Revenue Code of 1986, as amended (the "Code").credits ("UHTC"), under Section 42 of the Internal Revenue Code of 1986, as amended (the "Code").credits ("UHTC"), under Section 42 of the Internal Revenue Code of 1986, as amended (the "Code").

Eligibilty Criteria:Eligibilty Criteria:Eligibilty Criteria:Eligibilty Criteria:

A. Approved projects must be affordable housing properties that are developed, acquired orA. Approved projects must be affordable housing properties that are developed, acquired orA. Approved projects must be affordable housing properties that are developed, acquired orA. Approved projects must be affordable housing properties that are developed, acquired or
subsidized by MHA to serve the general welfare of the citizens of the City of Memphis.subsidized by MHA to serve the general welfare of the citizens of the City of Memphis.subsidized by MHA to serve the general welfare of the citizens of the City of Memphis.subsidized by MHA to serve the general welfare of the citizens of the City of Memphis.
Tennessee (the "City") and the County of Shelby, Tennessee (the "County").Tennessee (the "City") and the County of Shelby, Tennessee (the "County").Tennessee (the "City") and the County of Shelby, Tennessee (the "County").Tennessee (the "City") and the County of Shelby, Tennessee (the "County").

B. Approved projects must meet all criteria for the PILOT as established by the AmendedB. Approved projects must meet all criteria for the PILOT as established by the AmendedB. Approved projects must meet all criteria for the PILOT as established by the AmendedB. Approved projects must meet all criteria for the PILOT as established by the Amended
Resolution and the Board.Resolution and the Board.Resolution and the Board.Resolution and the Board.

C. Approved projects must develop L1HTC properties that are restricted under govemmentC. Approved projects must develop L1HTC properties that are restricted under govemmentC. Approved projects must develop L1HTC properties that are restricted under govemmentC. Approved projects must develop L1HTC properties that are restricted under govemment
regulations pursuant to the Code.regulations pursuant to the Code.regulations pursuant to the Code.regulations pursuant to the Code.

D. Approved projects shall be endorsed, in writing, by MHA to be deemed to be in compliance withD. Approved projects shall be endorsed, in writing, by MHA to be deemed to be in compliance withD. Approved projects shall be endorsed, in writing, by MHA to be deemed to be in compliance withD. Approved projects shall be endorsed, in writing, by MHA to be deemed to be in compliance with
the Act, the Amended Resolution, the Code, and in furtherance of MHA's mission in providingthe Act, the Amended Resolution, the Code, and in furtherance of MHA's mission in providingthe Act, the Amended Resolution, the Code, and in furtherance of MHA's mission in providingthe Act, the Amended Resolution, the Code, and in furtherance of MHA's mission in providing
safe, decent and affordable housing to Ihe citiiens of the City and County.safe, decent and affordable housing to Ihe citiiens of the City and County.safe, decent and affordable housing to Ihe citiiens of the City and County.safe, decent and affordable housing to Ihe citiiens of the City and County.

E. The maximum allowable term for an approved MHA PILOT shall be twenty (20) years_E. The maximum allowable term for an approved MHA PILOT shall be twenty (20) years_E. The maximum allowable term for an approved MHA PILOT shall be twenty (20) years_E. The maximum allowable term for an approved MHA PILOT shall be twenty (20) years_

F. To be eligible to apply for a PILOT, at the time of the initial application, the Applicant must haveF. To be eligible to apply for a PILOT, at the time of the initial application, the Applicant musF. To be eligible to apply for a PILOT, at the time of the initial application, the Applicant must haveF. To be eligible to apply for a PILOT, at the time of the initial application, the Applicant must havet have
site control, which shall be the equivalent of (i) fee simple title, (ii) a long term ground lease of notsite control, which shall be the equivalent of (i) fee simple title, (ii) a long term ground lesite control, which shall be the equivalent of (i) fee simple title, (ii) a long term ground lease of notsite control, which shall be the equivalent of (i) fee simple title, (ii) a long term ground lease of notase of not
less than 50 years or (ii) an option to purchase with no contingencies except financing, and (iv)less than 50 years or (ii) an option to purchase with no contingencies except financing, and (iv)less than 50 years or (ii) an option to purchase with no contingencies except financing, and (iv)less than 50 years or (ii) an option to purchase with no contingencies except financing, and (iv)
the Applicant must demonstrate evidence of financing commitment for total project costs.the Applicant must demonstrate evidence of financing commitment for total project costs.the Applicant must demonstrate evidence of financing commitment for total project costs.the Applicant must demonstrate evidence of financing commitment for total project costs.

PILOT Structure:PILOT Structure:PILOT Structure:PILOT Structure:

A. For PILOTS issued hereunder, the Board will structure the PILOT and coordinate itsA. For PILOTS issued hereunder, the Board will structure the PILOT and coordinate itsA. For PILOTS issued hereunder, the Board will structure the PILOT and coordinate itsA. For PILOTS issued hereunder, the Board will structure the PILOT and coordinate its
implementation through the Shelby County Assessor's Ofice by finalidng (I) a PILOT Agreement,implementation through the Shelby County Assessor's Ofice by finalidng (I) a PILOT Agreement,implementation through the Shelby County Assessor's Ofice by finalidng (I) a PILOT Agreement,implementation through the Shelby County Assessor's Ofice by finalidng (I) a PILOT Agreement,
(ii) a Quit Claim Deed filed in the name of the Board and (Iii) a PILOT Lease Agreement between(ii) a Quit Claim Deed filed in the name of the Board and (Iii) a PILOT Lease Agreement between(ii) a Quit Claim Deed filed in the name of the Board and (Iii) a PILOT Lease Agreement between(ii) a Quit Claim Deed filed in the name of the Board and (Iii) a PILOT Lease Agreement between
the Board and the owner.the Board and the owner.the Board and the owner.the Board and the owner.

B. The Board will hold legal title to the real propert, as a nominee only, solely for purpose of theB. The Board will hold legal title to the real propert, as a nominee only, solely for purpose of theB. The Board will hold legal title to the real propert, as a nominee only, solely for purpose of theB. The Board will hold legal title to the real propert, as a nominee only, solely for purpose of the
PILOT. and all other incidents of ownership of the real propert for all purposes will flow to thePILOT. and all other incidents of ownership of the real propert for all purposes will flow to thePILOT. and all other incidents of ownership of the real propert for all purposes will flow to thePILOT. and all other incidents of ownership of the real propert for all purposes will flow to the
lessee.lessee.lessee.lessee.
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C. At the end of the PILOT term, which shall not exceed a period of twenty (20) years, the BoardC. At the end of the PILOT term, which shall not exceed a period of twenty (20) years, the BoardC. At the end of the PILOT term, which shall not exceed a period of twenty (20) years, the BoardC. At the end of the PILOT term, which shall not exceed a period of twenty (20) years, the Board
shall by Quit Claim Deed convey the real propert to the owner.shall by Quit Claim Deed convey the real propert to the owner.shall by Quit Claim Deed convey the real propert to the owner.shall by Quit Claim Deed convey the real propert to the owner.

D. The Board shall prepare or assist in the preparation of the Quit Claim Deed, PILOr AgreementD. The Board shall prepare or assist in the preparation of the Quit Claim Deed, PILOr AgreementD. The Board shall prepare or assist in the preparation of the Quit Claim Deed, PILOr AgreementD. The Board shall prepare or assist in the preparation of the Quit Claim Deed, PILOr Agreement
and PILOT Lease Agreement to effectuate the above structure.and PILOT Lease Agreement to effectuate the above structure.and PILOT Lease Agreement to effectuate the above structure.and PILOT Lease Agreement to effectuate the above structure.

E. In the event that MHA holds legal title to the propert, and intends to execute a long term groundE. In the event that MHA holds legal title to the propert, and intends to execute a long term groundE. In the event that MHA holds legal title to the propert, and intends to execute a long term groundE. In the event that MHA holds legal title to the propert, and intends to execute a long term ground
lease of the propert with a third part, the document structure wil be for the third part to sub-lease of the propert with a third part, the document structure wil be for the third part to sub-lease of the propert with a third part, the document structure wil be for the third part to sub-lease of the propert with a third part, the document structure wil be for the third part to sub-
lease the propert to the Issuer and the Issuer will sub-sub lease the propert to the third partlease the propert to the Issuer and the Issuer will sub-sub lease the propert to the third partlease the propert to the Issuer and the Issuer will sub-sub lease the propert to the third partlease the propert to the Issuer and the Issuer will sub-sub lease the propert to the third part
which will finance, own and operate the improvements therein.which will finance, own and operate the improvements therein.which will finance, own and operate the improvements therein.which will finance, own and operate the improvements therein.

The maximum allowable term tor a PILOT on MHA L1HTC properies is twenty (20) years. Such PILOTThe maximum allowable term tor a PILOT on MHA L1HTC properies is twenty (20) years. Such PILOTThe maximum allowable term tor a PILOT on MHA L1HTC properies is twenty (20) years. Such PILOTThe maximum allowable term tor a PILOT on MHA L1HTC properies is twenty (20) years. Such PILOT
approval shall fall outside of the annual allocation limit of $50,000,000 of total project cost. Submission ofapproval shall fall outside of the annual allocation limit of $50,000,000 of total projectapproval shall fall outside of the annual allocation limit of $50,000,000 of total project cost. Submission ofapproval shall fall outside of the annual allocation limit of $50,000,000 of total project cost. Submission of cost. Submission of
an application tor an MHA PILOT is not limited to an active PILOT round. Saidapplicatìon wil bean application tor an MHA PILOT is not limited to an active PILOT round. Saidapplicatìon wil bean application tor an MHA PILOT is not limited to an active PILOT round. Saidapplicatìon wil bean application tor an MHA PILOT is not limited to an active PILOT round. Saidapplicatìon wil be
accepted during active PilOT rounds as well as at regular monthly meetings.accepted during active PilOT rounds as well as at regular monthly meetings.accepted during active PilOT rounds as well as at regular monthly meetings.accepted during active PilOT rounds as well as at regular monthly meetings.

Generally, MHA L1HTC propertes do not have a propert assessment value to submit with the PILOTGenerally, MHA L1HTC propertes do not have a propert assessment value to submit with the PILOTGenerally, MHA L1HTC propertes do not have a propert assessment value to submit with the PILOTGenerally, MHA L1HTC propertes do not have a propert assessment value to submit with the PILOT
application, as the propert has been previously exempt under a prior governmental or exempt entity. Asapplication, as the propert has been previously exempt under a prior governmental or exempt entityapplication, as the propert has been previously exempt under a prior governmental or exempt entity. Asapplication, as the propert has been previously exempt under a prior governmental or exempt entity. As. As
slIch, upon PILOT approval said properties with no current assessment value must submit to tile BoardslIch, upon PILOT approval said properties with no current assessment value must submit to tile BoaslIch, upon PILOT approval said properties with no current assessment value must submit to tile BoardslIch, upon PILOT approval said properties with no current assessment value must submit to tile Boardrd
an independent appraisal of the property which sets forth a predevelopment market value assessment inan independent appraisal of the property which sets forth a predevelopment market value assessment an independent appraisal of the property which sets forth a predevelopment market value assessment inan independent appraisal of the property which sets forth a predevelopment market value assessment inin
order that the PILOT amount can be determined under the regular PILOT calculation. The Board shallorder that the PILOT amount can be determined under the regular PILOT calculation. The Board shallorder that the PILOT amount can be determined under the regular PILOT calculation. The Board shallorder that the PILOT amount can be determined under the regular PILOT calculation. The Board shall
submit an approved appraiser listing to each affected Applicant.submit an approved appraiser listing to each affected Applicant.submit an approved appraiser listing to each affected Applicant.submit an approved appraiser listing to each affected Applicant.

As set forth in the MHA PILOT Act, before October 1 of each year, MHA shall submit to the State Board ofAs set forth in the MHA PILOT Act, before October 1 of each year, MHA shall submit to the State As set forth in the MHA PILOT Act, before October 1 of each year, MHA shall submit to the State Board ofAs set forth in the MHA PILOT Act, before October 1 of each year, MHA shall submit to the State Board ofBoard of
Equalization an annual report containing a list of all the real and personai propert owned by the housingEqualization an annual report containing a list of all the real and personai propert owned by tEqualization an annual report containing a list of all the real and personai propert owned by the housingEqualization an annual report containing a list of all the real and personai propert owned by the housinghe housing
authority and its associated entities and subsidiaries with respect to which payments in lieu of ad valoremauthority and its associated entities and subsidiaries with respect to which payments in lieuauthority and its associated entities and subsidiaries with respect to which payments in lieu of ad valoremauthority and its associated entities and subsidiaries with respect to which payments in lieu of ad valorem of ad valorem
taxes have been negotiated and accepted; the value of each listed propert, as estimated by the lesseetaxes have been negotiated and accepted; the value of each listed propert, as estimated by the lesstaxes have been negotiated and accepted; the value of each listed propert, as estimated by the lesseetaxes have been negotiated and accepted; the value of each listed propert, as estimated by the lesseeee
of the propert; the date and term of the lease for each listed propert; the amount of payments made inof the propert; the date and term of the lease for each listed propert; the amount of payments madof the propert; the date and term of the lease for each listed propert; the amount of payments made inof the propert; the date and term of the lease for each listed propert; the amount of payments made ine in
lieu of propert taxes for each listed propert: the date each listed propert is scheduled to return to thelieu of propert taxes for each listed propert: the date each listed propert is scheduled to retlieu of propert taxes for each listed propert: the date each listed propert is scheduled to return to thelieu of propert taxes for each listed propert: the date each listed propert is scheduled to return to theurn to the
regular tax rolls; and a calculation of the taxes which would have been due for each listed propert if theregular tax rolls; and a calculation of the taxes which would have been due for each listed prregular tax rolls; and a calculation of the taxes which would have been due for each listed propert if theregular tax rolls; and a calculation of the taxes which would have been due for each listed propert if theopert if the
properties were privately owned or otherwise subject to taxation. Each lessee of MHA shall beproperties were privately owned or otherwise subject to taxation. Each lessee of MHA shall beproperties were privately owned or otherwise subject to taxation. Each lessee of MHA shall beproperties were privately owned or otherwise subject to taxation. Each lessee of MHA shall be
responsible for the timely completion and filng of the report, and failure to timely complete and file theresponsible for the timely completion and filng of the report, and failure to timely complete responsible for the timely completion and filng of the report, and failure to timely complete and file theresponsible for the timely completion and filng of the report, and failure to timely complete and file theand file the
report shall subject such lessees to a penalty equivalent to that applicable to similar lessees of industrialreport shall subject such lessees to a penalty equivalent to that applicable to similar lesreport shall subject such lessees to a penalty equivalent to that applicable to similar lessees of industrialreport shall subject such lessees to a penalty equivalent to that applicable to similar lessees of industrialsees of industrial
development corporations, which includes a penalty of fifty dollars ($ 50.00) for each day the report is latedevelopment corporations, which includes a penalty of fifty dollars ($ 50.00) for each day development corporations, which includes a penalty of fifty dollars ($ 50.00) for each day the report is latedevelopment corporations, which includes a penalty of fifty dollars ($ 50.00) for each day the report is latethe report is late
up to a maximum of five hundred dollars ($500), and tlie maximum penalty shall accrue interest at tlieup to a maximum of five hundred dollars ($500), and tlie maximum penalty shall accrue interest at up to a maximum of five hundred dollars ($500), and tlie maximum penalty shall accrue interest at tlieup to a maximum of five hundred dollars ($500), and tlie maximum penalty shall accrue interest at tlietlie
rate ot one and one~half percent (1.5%) per month, plus any cosl of collection; provided, that no lesseerate ot one and one~half percent (1.5%) per month, plus any cosl of collection; provided, that nrate ot one and one~half percent (1.5%) per month, plus any cosl of collection; provided, that no lesseerate ot one and one~half percent (1.5%) per month, plus any cosl of collection; provided, that no lesseeo lessee
shall be liable who has provided the State Board of EqualiLation infomiation required by this section asshall be liable who has provided the State Board of EqualiLation infomiation required by this seshall be liable who has provided the State Board of EqualiLation infomiation required by this section asshall be liable who has provided the State Board of EqualiLation infomiation required by this section asction as
may be pertinent to propert leased by the lessee from MHA.may be pertinent to propert leased by the lessee from MHA.may be pertinent to propert leased by the lessee from MHA.may be pertinent to propert leased by the lessee from MHA.
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EXHIBITSEXHIBITSEXHIBITSEXHIBITS

THE HEALTH, EDUCATIONAL AND HOUSING FACILITY BOARDTHE HEALTH, EDUCATIONAL AND HOUSING FACILITY BOARDTHE HEALTH, EDUCATIONAL AND HOUSING FACILITY BOARDTHE HEALTH, EDUCATIONAL AND HOUSING FACILITY BOARD
OF THE CITY OF MEMPHISOF THE CITY OF MEMPHISOF THE CITY OF MEMPHISOF THE CITY OF MEMPHIS

Payment in Lieu of Taxes (PILOT) CriteriaPayment in Lieu of Taxes (PILOT) CriteriaPayment in Lieu of Taxes (PILOT) CriteriaPayment in Lieu of Taxes (PILOT) Criteria

CRITERIACRITERIACRITERIACRITERIA HEHFB PILOTHEHFB PILOTHEHFB PILOTHEHFB PILOT

Location ; ActivityLocation ; ActivityLocation ; ActivityLocation ; Activity
Central BusinessCentral BusinessCentral BusinessCentral Business
Within ParkwayWithin ParkwayWithin ParkwayWithin Parkway
CityWideCityWideCityWideCityWide

Low to Moderate (LMB) BenefitLow to Moderate (LMB) BenefitLow to Moderate (LMB) BenefitLow to Moderate (LMB) Benefit

Not TargetedNot TargetedNot TargetedNot Targeted
Priority for Targeted AreasPriority for Targeted AreasPriority for Targeted AreasPriority for Targeted Areas
Prioríty for Targeted AreasPrioríty for Targeted AreasPrioríty for Targeted AreasPrioríty for Targeted Areas

20% of the units shall be occupied by individuals20% of the units shall be occupied by individuals20% of the units shall be occupied by individuals20% of the units shall be occupied by individuals
or families of low or moderate income, exceptor families of low or moderate income, exceptor families of low or moderate income, exceptor families of low or moderate income, except
that the percentage of median gross incomethat the percentage of median gross incomethat the percentage of median gross incomethat the percentage of median gross income

which qualifies as low or moderate income shallwhich qualifies as low or moderate income shallwhich qualifies as low or moderate income shallwhich qualifies as low or moderate income shall
not be more than 50% or less of the mediannot be more than 50% or less of the mediannot be more than 50% or less of the mediannot be more than 50% or less of the median
gross income; orgross income; orgross income; orgross income; or

40%, of the units shall be occupied by individuals40%, of the units shall be occupied by individuals40%, of the units shall be occupied by individuals40%, of the units shall be occupied by individuals
or families of low or moderate income, exceptor families of low or moderate income, exceptor families of low or moderate income, exceptor families of low or moderate income, except
that the percentage of median gross incomethat the percentage of median gross incomethat the percentage of median gross incomethat the percentage of median gross income

which qualifies as lOw or moderate income shallwhich qualifies as lOw or moderate income shallwhich qualifies as lOw or moderate income shallwhich qualifies as lOw or moderate income shall
not be more than 60% or less of the mediannot be more than 60% or less of the mediannot be more than 60% or less of the mediannot be more than 60% or less of the median
gross incomegross incomegross incomegross income

Development SizeDevelopment SizeDevelopment SizeDevelopment Sizeat least 24 unitsat least 24 unitsat least 24 unitsat least 24 units

Minimum Project CostMinimum Project CostMinimum Project CostMinimum Project CostNew Const. :: $1,000,000New Const. :: $1,000,000New Const. :: $1,000,000New Const. :: $1,000,000
Acquisition/Rehab:: $750,000Acquisition/Rehab:: $750,000Acquisition/Rehab:: $750,000Acquisition/Rehab:: $750,000

Minimum Rehab InvestmentMinimum Rehab InvestmentMinimum Rehab InvestmentMinimum Rehab Investmentat least 50% and at least $250,000at least 50% and at least $250,000at least 50% and at least $250,000at least 50% and at least $250,000

Maximum Length of FreezeMaximum Length of FreezeMaximum Length of FreezeMaximum Length of Freeze

City ComponentCity ComponentCity ComponentCity Component
County ComponentCounty ComponentCounty ComponentCounty Component

10 years for regular PILOT; 20 years 10r MHA10 years for regular PILOT; 20 years 10r MHA10 years for regular PILOT; 20 years 10r MHA10 years for regular PILOT; 20 years 10r MHA

FreezeFreezeFreezeFreeze
FreezeFreezeFreezeFreeze

Tenant Impact AnalysisTenant Impact AnalysisTenant Impact AnalysisTenant Impact Analysis
(Benefi Pass-Through)(Benefi Pass-Through)(Benefi Pass-Through)(Benefi Pass-Through)

Monitoring and Compliance RequiredMonitoring and Compliance RequiredMonitoring and Compliance RequiredMonitoring and Compliance Required

OTHER NOTESOTHER NOTESOTHER NOTESOTHER NOTES
The annual aUocation limit for the program is $50,000,000 of Total Project Cost.The annual aUocation limit for the program is $50,000,000 of Total Project Cost.The annual aUocation limit for the program is $50,000,000 of Total Project Cost.The annual aUocation limit for the program is $50,000,000 of Total Project Cost.

.... Closing Fee of one percent (1%) of project cost will be charged to participating developments andClosing Fee of one percent (1%) of project cost will be charged to participating developments andClosing Fee of one percent (1%) of project cost will be charged to participating developments andClosing Fee of one percent (1%) of project cost will be charged to participating developments and
divided as follows: seventy percent (70%) to the HEHFB and thirty percent (30%) to the Cit ofdivided as follows: seventy percent (70%) to the HEHFB and thirty percent (30%) to the Cit ofdivided as follows: seventy percent (70%) to the HEHFB and thirty percent (30%) to the Cit ofdivided as follows: seventy percent (70%) to the HEHFB and thirty percent (30%) to the Cit of
Memphis Division of Housing and Community Development ("HCD").Memphis Division of Housing and Community Development ("HCD").Memphis Division of Housing and Community Development ("HCD").Memphis Division of Housing and Community Development ("HCD").

.... For Memphis Housing Authority ("MHA") assisted tax credit developments, the Closing Fee willFor Memphis Housing Authority ("MHA") assisted tax credit developments, the Closing Fee willFor Memphis Housing Authority ("MHA") assisted tax credit developments, the Closing Fee willFor Memphis Housing Authority ("MHA") assisted tax credit developments, the Closing Fee will
be divided as follows: seventy percent (70%) to HCD and thirt percent (30%) to the HEHFB.be divided as follows: seventy percent (70%) to HCD and thirt percent (30%) to the HEHFB.be divided as follows: seventy percent (70%) to HCD and thirt percent (30%) to the HEHFB.be divided as follows: seventy percent (70%) to HCD and thirt percent (30%) to the HEHFB.
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Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of To the Board of To the Board of To the Board of Directors and OffcersDirectors and OffcersDirectors and OffcersDirectors and Offcers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

We have audited the accompanying statement of tinancia! position of C. E. Ware Towers, Inc., (a nonprofitWe have audited the accompanying statement of tinancia! position of C. E. Ware Towers, Inc., (aWe have audited the accompanying statement of tinancia! position of C. E. Ware Towers, Inc., (a nonprofitWe have audited the accompanying statement of tinancia! position of C. E. Ware Towers, Inc., (a nonprofit nonprofit
corporation), Project No. 081-EE037 as of June 30, 2007, and the related statements of activities, and cashcorporation), Project No. 081-EE037 as of June 30, 2007, and the related statements of activicorporation), Project No. 081-EE037 as of June 30, 2007, and the related statements of activities, and cashcorporation), Project No. 081-EE037 as of June 30, 2007, and the related statements of activities, and cashties, and cash
flows for the year then ended. These financial statements are the responsibility of flows for the year then ended. These financial statements are the responsibility of flows for the year then ended. These financial statements are the responsibility of flows for the year then ended. These financial statements are the responsibility of 

the Project's management.the Project's management.the Project's management.the Project's management.

Our responsibility is to express an opinion on these financial statements based on our audit.Our responsibility is to express an opinion on these financial statements based on our audit.Our responsibility is to express an opinion on these financial statements based on our audit.Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States ofWe conducted our audit in accordance with auditing standards generally accepted in the United StaWe conducted our audit in accordance with auditing standards generally accepted in the United States ofWe conducted our audit in accordance with auditing standards generally accepted in the United States oftes of
America and the standards applicable to financial audits contained in Government Auditng Standards, issuedAmerica and the standards applicable to financial audits contained in Government Auditng StandAmerica and the standards applicable to financial audits contained in Government Auditng Standards, issuedAmerica and the standards applicable to financial audits contained in Government Auditng Standards, issuedards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the auditby the Comptroller General of the United States. Those standards require that we plan and perby the Comptroller General of the United States. Those standards require that we plan and perform the auditby the Comptroller General of the United States. Those standards require that we plan and perform the auditform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. Anto obtain reasonable assurance about whether the financial statements are free of material mito obtain reasonable assurance about whether the financial statements are free of material misstatement. Anto obtain reasonable assurance about whether the financial statements are free of material misstatement. Ansstatement. An
audit includes examning, on a test basis, evidence supporting the amounts and disclosures in the financialaudit includes examning, on a test basis, evidence supporting the amounts and disclosures in taudit includes examning, on a test basis, evidence supporting the amounts and disclosures in the financialaudit includes examning, on a test basis, evidence supporting the amounts and disclosures in the financialhe financial
statements. An audit also includes assessing the accounting principles used and significant estimates made bystatements. An audit also includes assessing the accounting principles used and significantstatements. An audit also includes assessing the accounting principles used and significant estimates made bystatements. An audit also includes assessing the accounting principles used and significant estimates made by estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our auditsmanagement, as well as evaluating the overall financial statement presentation. We believe thamanagement, as well as evaluating the overall financial statement presentation. We believe that our auditsmanagement, as well as evaluating the overall financial statement presentation. We believe that our auditst our audits
provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financialIn our opinion, the financial statements referred to above present fairly, in all mateIn our opinion, the financial statements referred to above present fairly, in all material respects, the financialIn our opinion, the financial statements referred to above present fairly, in all material respects, the financialrial respects, the financial
position of C. E. Ware Towers, Inc. as of June 30, 2007, and the changes in its net assets (deficit) and itsposition of C. E. Ware Towers, Inc. as of June 30, 2007, and the changes in its net assets (position of C. E. Ware Towers, Inc. as of June 30, 2007, and the changes in its net assets (deficit) and itsposition of C. E. Ware Towers, Inc. as of June 30, 2007, and the changes in its net assets (deficit) and itsdeficit) and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the Unitedcash flows for the year then ended in conformity with accounting principles generally acceptcash flows for the year then ended in conformity with accounting principles generally accepted in the Unitedcash flows for the year then ended in conformity with accounting principles generally accepted in the Uniteded in the United
States of America.States of America.States of America.States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 6. 2007,In accordance with Government Auditing Standards, we have also issued our report dated December In accordance with Government Auditing Standards, we have also issued our report dated December 6. 2007,In accordance with Government Auditing Standards, we have also issued our report dated December 6. 2007,6. 2007,
on our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itson our consideration of C. E. Ware Towers, Inc. internal control over financial reporting on our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itson our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itsand our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.compliance with certain provisions of laws, regulations, contracts and grant agreements and otcompliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.her matters.
The purose of that report is to describe the scope of our testing of internal control over financial reportingThe purose of that report is to describe the scope of our testing of internal control overThe purose of that report is to describe the scope of our testing of internal control over financial reportingThe purose of that report is to describe the scope of our testing of internal control over financial reporting financial reporting
and compliance and the results of that testing. and not to provide an opinion on the internal control overand compliance and the results of that testing. and not to provide an opinion on the internal and compliance and the results of that testing. and not to provide an opinion on the internal control overand compliance and the results of that testing. and not to provide an opinion on the internal control overcontrol over
financial reporting or on compliance- That report is an integral par of an audit performed in accordance withfinancial reporting or on compliance- That report is an integral par of an audit performed financial reporting or on compliance- That report is an integral par of an audit performed in accordance withfinancial reporting or on compliance- That report is an integral par of an audit performed in accordance within accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.
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Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as aOur audits were conducted for the purpose of forming an opinion on the basic financial stateOur audits were conducted for the purpose of forming an opinion on the basic financial statements taken as aOur audits were conducted for the purpose of forming an opinion on the basic financial statements taken as aments taken as a
whole. The accompanying supplemental information on pages 15 to 17 is presented for purposes ofwhole. The accompanying supplemental information on pages 15 to 17 is presented for purposes ofwhole. The accompanying supplemental information on pages 15 to 17 is presented for purposes ofwhole. The accompanying supplemental information on pages 15 to 17 is presented for purposes of
additional analysis and is not a required part of additional analysis and is not a required part of additional analysis and is not a required part of additional analysis and is not a required part of the basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asaccompanying schedule of expenditures of federal awards is presented for purposes of additionaccompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asaccompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asal analysis as
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Office of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Office of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments. and Non-Profit Organizations, and is also not a required part of Governments. and Non-Profit Organizations, and is also not a required part of Governments. and Non-Profit Organizations, and is also not a required part of Governments. and Non-Profit Organizations, and is also not a required part of the basic financial statements.the basic financial statements.the basic financial statements.the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audits of the basic financialSuch information has been subjected to the auditing procedures applied in the audits of the bSuch information has been subjected to the auditing procedures applied in the audits of the basic financialSuch information has been subjected to the auditing procedures applied in the audits of the basic financialasic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financialstatements and, in our opinion, is fairly stated, in all material respects, in relation tostatements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financialstatements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial the basic financial
statements taken as a whole.statements taken as a whole.statements taken as a whole.statements taken as a whole.

Ii~ d- r~Ii~ d- r~Ii~ d- r~Ii~ d- r~
December 6, 2007December 6, 2007December 6, 2007December 6, 2007
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Lead Auditor and Independent AuditorLead Auditor and Independent AuditorLead Auditor and Independent AuditorLead Auditor and Independent Auditor

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers,Information relating to the lead auditor and independent auditor involved in the audit of C.Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers,Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers, E. Ware Towers,
Inc., A Non-Profit Corporation, Project Number 081-EE03 7 as of June 30, 2007 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE03 7 as of June 30, 2007 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE03 7 as of June 30, 2007 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE03 7 as of June 30, 2007 is as follows:

Independent AuditorIndependent AuditorIndependent AuditorIndependent Auditor

Name:Name:Name:Name:
Address:Address:Address:Address:

Rowland and Carter, CPA's, PLLCRowland and Carter, CPA's, PLLCRowland and Carter, CPA's, PLLCRowland and Carter, CPA's, PLLC
7953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 110
Memphis, TN 38133Memphis, TN 38133Memphis, TN 38133Memphis, TN 38133

(901) 432-3000(901) 432-3000(901) 432-3000(901) 432-3000

62-158708362-158708362-158708362-1587083

Telephone:Telephone:Telephone:Telephone:

Federal Employer No:Federal Employer No:Federal Employer No:Federal Employer No:

Lead AuditorLead AuditorLead AuditorLead Auditor

Name:Name:Name:Name: Michael H. Kaspar, CPAMichael H. Kaspar, CPAMichael H. Kaspar, CPAMichael H. Kaspar, CPA
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Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)

Current Liabilities:Current Liabilities:Current Liabilities:Current Liabilities:
2110 Accounts payable2110 Accounts payable2110 Accounts payable2110 Accounts payable
2121 Accrued payroll taxes payable2121 Accrued payroll taxes payable2121 Accrued payroll taxes payable2121 Accrued payroll taxes payable
2123 Accrued management fee payable2123 Accrued management fee payable2123 Accrued management fee payable2123 Accrued management fee payable

2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities

16,18816,18816,18816,188
309309309309

3,6253,6253,6253,625
3,8873,8873,8873,887

Total CUlTent LiabilitiesTotal CUlTent LiabilitiesTotal CUlTent LiabilitiesTotal CUlTent Liabilities24,00924,00924,00924,009

Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:
2191 Tenant deposits held in trust2191 Tenant deposits held in trust2191 Tenant deposits held in trust2191 Tenant deposits held in trust
2210 Prepaid rents2210 Prepaid rents2210 Prepaid rents2210 Prepaid rents

11,84611,84611,84611,846
2,2942,2942,2942,294

14,14014,14014,14014,140

Long-Term Liabilities:Long-Term Liabilities:Long-Term Liabilities:Long-Term Liabilities:
2320 Mortgage payable2320 Mortgage payable2320 Mortgage payable2320 Mortgage payable

Total LiabilitiesTotal LiabilitiesTotal LiabilitiesTotal Liabilities

3,548,3003,548,3003,548,3003,548,300

3,586,4493,586,4493,586,4493,586,449

3131 Net Assets (Deficit) - U nrestricted3131 Net Assets (Deficit) - U nrestricted3131 Net Assets (Deficit) - U nrestricted3131 Net Assets (Deficit) - U nrestricted(105,530)(105,530)(105,530)(105,530)

Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)3,480,9193,480,9193,480,9193,480,919
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C, E. Ware Towers~ Inc.C, E. Ware Towers~ Inc.C, E. Ware Towers~ Inc.C, E. Ware Towers~ Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of ActivitiesStatement of ActivitiesStatement of ActivitiesStatement of Activities

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Account Account Account Account No. No. No. No. 

REVENUESREVENUESREVENUESREVENUES
5120 Rent revenue - gross potential5120 Rent revenue - gross potential5120 Rent revenue - gross potential5120 Rent revenue - gross potential
5121 Tenant assistance payments5121 Tenant assistance payments5121 Tenant assistance payments5121 Tenant assistance payments
5 i 90 Miscellaneous revenue5 i 90 Miscellaneous revenue5 i 90 Miscellaneous revenue5 i 90 Miscellaneous revenue

Total potential rent revenueTotal potential rent revenueTotal potential rent revenueTotal potential rent revenue

5220 Vacancies - aparments5220 Vacancies - aparments5220 Vacancies - aparments5220 Vacancies - aparments

Net rental revenueNet rental revenueNet rental revenueNet rental revenue
5410 Financial revenue - project operations5410 Financial revenue - project operations5410 Financial revenue - project operations5410 Financial revenue - project operations
5440 Revenue from investments - replacement res.5440 Revenue from investments - replacement res.5440 Revenue from investments - replacement res.5440 Revenue from investments - replacement res.

Total financial revenueTotal financial revenueTotal financial revenueTotal financial revenue

5910 Laundry and vending income5910 Laundry and vending income5910 Laundry and vending income5910 Laundry and vending income
5920 Tenant charge5920 Tenant charge5920 Tenant charge5920 Tenant charge
5990 Miscellaneous revenue5990 Miscellaneous revenue5990 Miscellaneous revenue5990 Miscellaneous revenue

Total other revenueTotal other revenueTotal other revenueTotal other revenue

Total revenueTotal revenueTotal revenueTotal revenue

EXPENSESEXPENSESEXPENSESEXPENSES
6203 Conventions and meetings6203 Conventions and meetings6203 Conventions and meetings6203 Conventions and meetings
6210 Advertising and marketing6210 Advertising and marketing6210 Advertising and marketing6210 Advertising and marketing
6250 Other renting expenses6250 Other renting expenses6250 Other renting expenses6250 Other renting expenses
631 i Offce expenses631 i Offce expenses631 i Offce expenses631 i Offce expenses

6320 Management fee6320 Management fee6320 Management fee6320 Management fee

6330 Manager of superintendent salares6330 Manager of superintendent salares6330 Manager of superintendent salares6330 Manager of superintendent salares
6340 Legal expense6340 Legal expense6340 Legal expense6340 Legal expense
6350 Audit expense6350 Audit expense6350 Audit expense6350 Audit expense
6351 Bookkeeping fees/accounting service6351 Bookkeeping fees/accounting service6351 Bookkeeping fees/accounting service6351 Bookkeeping fees/accounting service
6370 Bad debts6370 Bad debts6370 Bad debts6370 Bad debts
6390 Miscellaneous administrative6390 Miscellaneous administrative6390 Miscellaneous administrative6390 Miscellaneous administrative

Total administrative expenseTotal administrative expenseTotal administrative expenseTotal administrative expense

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.

96,58096,58096,58096,580
119,405119,405119,405119,405
63,94063,94063,94063,940

279,925279,925279,925279,925

4,3284,3284,3284,328

275,597275,597275,597275,597
39393939

6666

45454545

7,9777,9777,9777,977
1,2111,2111,2111,211

610610610610

9,7989,7989,7989,798

285,440285,440285,440285,440

244244244244
157157157157

1,2951,2951,2951,295
11,89111,89111,89111,891
42,35442,35442,35442,354

8,3658,3658,3658,365
500500500500

4,7604,7604,7604,760
7,6967,6967,6967,696

25252525
385385385385

77,67277,67277,67277,672
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Account Account Account Account No.No.No.No.

6450 Electricity6450 Electricity6450 Electricity6450 Electricity
6451 Water6451 Water6451 Water6451 Water
6453 Sewer6453 Sewer6453 Sewer6453 Sewer

6510 Payroll6510 Payroll6510 Payroll6510 Payroll
6515 Supplies6515 Supplies6515 Supplies6515 Supplies
6520 Contracts6520 Contracts6520 Contracts6520 Contracts
6525 Garbage and trash removal6525 Garbage and trash removal6525 Garbage and trash removal6525 Garbage and trash removal
6530 Security payroll / contract6530 Security payroll / contract6530 Security payroll / contract6530 Security payroll / contract
6546 Heating/cooling repairs6546 Heating/cooling repairs6546 Heating/cooling repairs6546 Heating/cooling repairs

c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of Activities (continued)Statement of Activities (continued)Statement of Activities (continued)Statement of Activities (continued)

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Total utilities expenseTotal utilities expenseTotal utilities expenseTotal utilities expense

Total operating and maintenance expenseTotal operating and maintenance expenseTotal operating and maintenance expenseTotal operating and maintenance expense

6711 Payroll taxes6711 Payroll taxes6711 Payroll taxes6711 Payroll taxes
6720 Propert and liability insurance6720 Propert and liability insurance6720 Propert and liability insurance6720 Propert and liability insurance
672 1 Fidelity bond insurance672 1 Fidelity bond insurance672 1 Fidelity bond insurance672 1 Fidelity bond insurance
6722 Workmen's compensation insurance6722 Workmen's compensation insurance6722 Workmen's compensation insurance6722 Workmen's compensation insurance
6723 Health insurance/other employee benefits6723 Health insurance/other employee benefits6723 Health insurance/other employee benefits6723 Health insurance/other employee benefits
6790 Miscellaneous taxes, license, permits and insurance6790 Miscellaneous taxes, license, permits and insurance6790 Miscellaneous taxes, license, permits and insurance6790 Miscellaneous taxes, license, permits and insurance

Total taxes and insurance expenseTotal taxes and insurance expenseTotal taxes and insurance expenseTotal taxes and insurance expense

6600 Depreciation expense6600 Depreciation expense6600 Depreciation expense6600 Depreciation expense

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.

T ota1 costs of operations before depreciationT ota1 costs of operations before depreciationT ota1 costs of operations before depreciationT ota1 costs of operations before depreciation

Change in net assets before depreciationChange in net assets before depreciationChange in net assets before depreciationChange in net assets before depreciation

Change in net assets (deficit)Change in net assets (deficit)Change in net assets (deficit)Change in net assets (deficit)

Net Assets (Deficit) at Beginning of Net Assets (Deficit) at Beginning of Net Assets (Deficit) at Beginning of Net Assets (Deficit) at Beginning of YearYearYearYear

Net Assets (Deficit) at End of Net Assets (Deficit) at End of Net Assets (Deficit) at End of Net Assets (Deficit) at End of YearYearYearYear

59,71659,71659,71659,716
3,0643,0643,0643,064
1,4331,4331,4331,433

64,21364,21364,21364,213

23,05723,05723,05723,057
3,0613,0613,0613,061

21,80321,80321,80321,803
3,6233,6233,6233,623

28,53528,53528,53528,535
1,3501,3501,3501,350

81,42981,42981,42981,429

2,8412,8412,8412,841
32,32932,32932,32932,329

1,8001,8001,8001,800
1,8411,8411,8411,841
1,4751,4751,4751,475

130130130130
40,41640,41640,41640,416

263,730263,730263,730263,730

21,71021,71021,71021,710

92,04692,04692,04692,046

(70,336)(70,336)(70,336)(70,336)

(35,194)(35,194)(35,194)(35,194)

(105,530)(105,530)(105,530)(105,530)
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of Cash FlowsStatement of Cash FlowsStatement of Cash FlowsStatement of Cash Flows

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Operating ActiitiesOperating ActiitiesOperating ActiitiesOperating Actiities

Rental incomeRental incomeRental incomeRental income
Interest IncomeInterest IncomeInterest IncomeInterest Income
Miscellaneous incomeMiscellaneous incomeMiscellaneous incomeMiscellaneous income

276,061276,061276,061276,061
45454545

9,7989,7989,7989,798
285,904285,904285,904285,904

(19,832)(19,832)(19,832)(19,832)
(38,729)(38,729)(38,729)(38,729)
(64,213)(64,213)(64,213)(64,213)
(31,422)(31,422)(31,422)(31,422)
(58,372)(58,372)(58,372)(58,372)
(23,262)(23,262)(23,262)(23,262)

(7,778)(7,778)(7,778)(7,778)
(2)(2)(2)(2)

AdministrativeAdministrativeAdministrativeAdministrative
Management feesManagement feesManagement feesManagement fees
UtiltiesUtiltiesUtiltiesUtilties
Salares and wagesSalares and wagesSalares and wagesSalares and wages
Operating and maintenanceOperating and maintenanceOperating and maintenanceOperating and maintenance
Propert insurancePropert insurancePropert insurancePropert insurance

Miscellaneous taxes and insuranceMiscellaneous taxes and insuranceMiscellaneous taxes and insuranceMiscellaneous taxes and insurance
Tenant deposits held in trustTenant deposits held in trustTenant deposits held in trustTenant deposits held in trust

Net cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activities42,29442,29442,29442,294

Investing ActivitiesInvesting ActivitiesInvesting ActivitiesInvesting Activities
Net change in replacement reserveNet change in replacement reserveNet change in replacement reserveNet change in replacement reserve
Acquistion of fixed assetsAcquistion of fixed assetsAcquistion of fixed assetsAcquistion of fixed assets

(7,793)(7,793)(7,793)(7,793)
(184,842)(184,842)(184,842)(184,842)

Net cash used in investing activitiesNet cash used in investing activitiesNet cash used in investing activitiesNet cash used in investing activities(192,635)(192,635)(192,635)(192,635)

Financing ActivitiesFinancing ActivitiesFinancing ActivitiesFinancing Activities
Mortgage proceedsMortgage proceedsMortgage proceedsMortgage proceeds 177,700177,700177,700177,700

Net cash provided by financing activitiesNet cash provided by financing activitiesNet cash provided by financing activitiesNet cash provided by financing activities177,700177,700177,700177,700

Net increase in cash and cash equivalentsNet increase in cash and cash equivalentsNet increase in cash and cash equivalentsNet increase in cash and cash equivalents27,35927,35927,35927,359

Cash and cash equivalents at begining of Cash and cash equivalents at begining of Cash and cash equivalents at begining of Cash and cash equivalents at begining of yearyearyearyear 1,1931,1931,1931,193

Cash and cash equivalents at end of Cash and cash equivalents at end of Cash and cash equivalents at end of Cash and cash equivalents at end of yearyearyearyear 28,55228,55228,55228,552

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of Cash Flows (continued)Statement of Cash Flows (continued)Statement of Cash Flows (continued)Statement of Cash Flows (continued)

Year Ended June 30,2007Year Ended June 30,2007Year Ended June 30,2007Year Ended June 30,2007

Cash Flows From Operating ActivitiesCash Flows From Operating ActivitiesCash Flows From Operating ActivitiesCash Flows From Operating Activities
Change in net assetsChange in net assetsChange in net assetsChange in net assets
Adjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assets

to net cash provided by rental operating activities:to net cash provided by rental operating activities:to net cash provided by rental operating activities:to net cash provided by rental operating activities:
DepreciationDepreciationDepreciationDepreciation
Decrease (increase) in:Decrease (increase) in:Decrease (increase) in:Decrease (increase) in:

Tenant accounts receivableTenant accounts receivableTenant accounts receivableTenant accounts receivable
Accounts receivable - otherAccounts receivable - otherAccounts receivable - otherAccounts receivable - other
Tenant security deposits - fundedTenant security deposits - fundedTenant security deposits - fundedTenant security deposits - funded

Increase (decrease) in:Increase (decrease) in:Increase (decrease) in:Increase (decrease) in:
Accounts payableAccounts payableAccounts payableAccounts payable
Accrued liabilitiesAccrued liabilitiesAccrued liabilitiesAccrued liabilities
Tenant security deposits - liabilityTenant security deposits - liabilityTenant security deposits - liabilityTenant security deposits - liability
Prepaid rentPrepaid rentPrepaid rentPrepaid rent

(70,336)(70,336)(70,336)(70,336)

92,04692,04692,04692,046

(1,528)(1,528)(1,528)(1,528)
(302)(302)(302)(302)

(10,145)(10,145)(10,145)(10,145)

16,1&816,1&816,1&816,1&8

3,9343,9343,9343,934
10,14310,14310,14310,143
2,2942,2942,2942,294

Net cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activities42,29442,29442,29442,294

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Notes to Financial StatementsNotes to Financial StatementsNotes to Financial StatementsNotes to Financial Statements

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

i. Significant Accounting Policiesi. Significant Accounting Policiesi. Significant Accounting Policiesi. Significant Accounting Policies

Organization and RegulationOrganization and RegulationOrganization and RegulationOrganization and Regulation

C. E. Ware Towers, Inc. (Llie Company) Is a not-for-profit general welfare corporation organized toC. E. Ware Towers, Inc. (Llie Company) Is a not-for-profit general welfare corporation organized toC. E. Ware Towers, Inc. (Llie Company) Is a not-for-profit general welfare corporation organized toC. E. Ware Towers, Inc. (Llie Company) Is a not-for-profit general welfare corporation organized to
constrct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstrct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstrct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstrct and operate an apartent complex in Memphis, Tennessee. The complex, which consists of

56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised
Section 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the Replacement
Reserves. This project does not generate Surplus Cash, only residual receipts. Such projects areReserves. This project does not generate Surplus Cash, only residual receipts. Such projects areReserves. This project does not generate Surplus Cash, only residual receipts. Such projects areReserves. This project does not generate Surplus Cash, only residual receipts. Such projects are
regulated by the United States Deparent of Housing and Urban Development (RUD) as to rentregulated by the United States Deparent of Housing and Urban Development (RUD) as to rentregulated by the United States Deparent of Housing and Urban Development (RUD) as to rentregulated by the United States Deparent of Housing and Urban Development (RUD) as to rent
charges and operating methods.charges and operating methods.charges and operating methods.charges and operating methods.

None of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all net
assets are accounted for as unrestricted net assets under SFAS No. I i 7.assets are accounted for as unrestricted net assets under SFAS No. I i 7.assets are accounted for as unrestricted net assets under SFAS No. I i 7.assets are accounted for as unrestricted net assets under SFAS No. I i 7.

HUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (the
Agreement). The Agreement restricts the Company, without prior written approval from BUD, fromAgreement). The Agreement restricts the Company, without prior written approval from BUD, fromAgreement). The Agreement restricts the Company, without prior written approval from BUD, fromAgreement). The Agreement restricts the Company, without prior written approval from BUD, from
encumbering, acquiring, altering or disposing of land, buildings, or equipment; using the propert forencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the propert fencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the propert forencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the propert foror
any purose other than the use originally intended; engaging in any other business or activity; andany purose other than the use originally intended; engaging in any other business or activity; andany purose other than the use originally intended; engaging in any other business or activity; andany purose other than the use originally intended; engaging in any other business or activity; and
disbursing funds for payment of dividends, compensation to offcers or directors, or any purposedisbursing funds for payment of dividends, compensation to offcers or directors, or any purposedisbursing funds for payment of dividends, compensation to offcers or directors, or any purposedisbursing funds for payment of dividends, compensation to offcers or directors, or any purpose
other than reasonable operatig expenses. The Agreement also stipulates that HUD shall controlother than reasonable operatig expenses. The Agreement also stipulates that HUD shall controlother than reasonable operatig expenses. The Agreement also stipulates that HUD shall controlother than reasonable operatig expenses. The Agreement also stipulates that HUD shall control
rental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreement
requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.

Under the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement Reserve
deposits for the replacement of property and other project expenditures approved by HUD. HUD -deposits for the replacement of property and other project expenditures approved by HUD. HUD -deposits for the replacement of property and other project expenditures approved by HUD. HUD -deposits for the replacement of property and other project expenditures approved by HUD. HUD -
restricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operating
puroses.puroses.puroses.puroses.

Basis of Basis of Basis of Basis of PresentationPresentationPresentationPresentation

The organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, andaccording to three classes of net assets: unrestricted net assets, temporarily restricted net aaccording to three classes of net assets: unrestricted net assets, temporarily restricted net assets, andaccording to three classes of net assets: unrestricted net assets, temporarily restricted net assets, andssets, and
permanently restricted net assets. All the net assets of the organization are umestricted as of June 30,permanently restricted net assets. All the net assets of the organization are umestricted as of permanently restricted net assets. All the net assets of the organization are umestricted as of June 30,permanently restricted net assets. All the net assets of the organization are umestricted as of June 30,June 30,
2007. Furermore, information is required to segregate program service expenses from support2007. Furermore, information is required to segregate program service expenses from support2007. Furermore, information is required to segregate program service expenses from support2007. Furermore, information is required to segregate program service expenses from support
expenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, human
resources, office services and computer systems.resources, office services and computer systems.resources, office services and computer systems.resources, office services and computer systems.
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Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued

Cash EquivalentsCash EquivalentsCash EquivalentsCash Equivalents

The Project considers all highly liquid investments with a maturity of three months or less, whenThe Project considers all highly liquid investments with a maturity of three months or less, whenThe Project considers all highly liquid investments with a maturity of three months or less, whenThe Project considers all highly liquid investments with a maturity of three months or less, when
purchased, to be cash equivalents.purchased, to be cash equivalents.purchased, to be cash equivalents.purchased, to be cash equivalents.

Propert and EquipmentPropert and EquipmentPropert and EquipmentPropert and Equipment

The building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-line
method over the estimated useful method over the estimated useful method over the estimated useful method over the estimated useful lives of lives of lives of lives of the related assets as follows:the related assets as follows:the related assets as follows:the related assets as follows:

Buildings and building improvementsBuildings and building improvementsBuildings and building improvementsBuildings and building improvements
Furture - project/tenant useFurture - project/tenant useFurture - project/tenant useFurture - project/tenant use
Office fuiture and equipmentOffice fuiture and equipmentOffice fuiture and equipmentOffice fuiture and equipment

40 years40 years40 years40 years

5 years5 years5 years5 years
7 years7 years7 years7 years

Land is stated at cost.Land is stated at cost.Land is stated at cost.Land is stated at cost.

EstimatesEstimatesEstimatesEstimates

The preparation of financial statements in confonnity with accounting principles generally acceptedThe preparation of financial statements in confonnity with accounting principles generally acceptedThe preparation of financial statements in confonnity with accounting principles generally acceptedThe preparation of financial statements in confonnity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.

Income TaxesIncome TaxesIncome TaxesIncome Taxes

No provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since the
entity is exempt from Federal income taxes under Section 50 entity is exempt from Federal income taxes under Section 50 entity is exempt from Federal income taxes under Section 50 entity is exempt from Federal income taxes under Section 50 1 1 1 1 (c)(3) of (c)(3) of (c)(3) of (c)(3) of the Internal Revenue Code.the Internal Revenue Code.the Internal Revenue Code.the Internal Revenue Code.

Management FeeManagement FeeManagement FeeManagement Fee

TESCO Properties, Inc. became the project's management agent beginning March 1, 2007. For theTESCO Properties, Inc. became the project's management agent beginning March 1, 2007. For theTESCO Properties, Inc. became the project's management agent beginning March 1, 2007. For theTESCO Properties, Inc. became the project's management agent beginning March 1, 2007. For the
period March 1,2007 to June 30, 2007, TESCO Properties, Inc. was paid a percentage (11.45%) ofperiod March 1,2007 to June 30, 2007, TESCO Properties, Inc. was paid a percentage (11.45%) ofperiod March 1,2007 to June 30, 2007, TESCO Properties, Inc. was paid a percentage (11.45%) ofperiod March 1,2007 to June 30, 2007, TESCO Properties, Inc. was paid a percentage (11.45%) of
cash receipts as a management fee. The previous management agent, Beth-Reach, Inc., ceasedcash receipts as a management fee. The previous management agent, Beth-Reach, Inc., ceasedcash receipts as a management fee. The previous management agent, Beth-Reach, Inc., ceasedcash receipts as a management fee. The previous management agent, Beth-Reach, Inc., ceased
management responsibilities effective Februar 28, 2007. Beth-Reach, Inc. was paid a percentagemanagement responsibilities effective Februar 28, 2007. Beth-Reach, Inc. was paid a percentagemanagement responsibilities effective Februar 28, 2007. Beth-Reach, Inc. was paid a percentagemanagement responsibilities effective Februar 28, 2007. Beth-Reach, Inc. was paid a percentage
(12.15%) of (12.15%) of (12.15%) of (12.15%) of cash receipts as a management fee for the period July 1,2006 to Februar 28, 2007.cash receipts as a management fee for the period July 1,2006 to Februar 28, 2007.cash receipts as a management fee for the period July 1,2006 to Februar 28, 2007.cash receipts as a management fee for the period July 1,2006 to Februar 28, 2007.
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Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

Functional ExpensesFunctional ExpensesFunctional ExpensesFunctional Expenses

The costs of The costs of The costs of The costs of providing various programs and other activities are summarized on a functional basis asproviding various programs and other activities are summarized on a functional basis asproviding various programs and other activities are summarized on a functional basis asproviding various programs and other activities are summarized on a functional basis as
follows:follows:follows:follows:

Program ServicesProgram ServicesProgram ServicesProgram Services
HUD-assisted elderly housing projectHUD-assisted elderly housing projectHUD-assisted elderly housing projectHUD-assisted elderly housing project

Supporting ServicesSupporting ServicesSupporting ServicesSupporting Services
General and administrativeGeneral and administrativeGeneral and administrativeGeneral and administrative
Fund raisingFund raisingFund raisingFund raising

304,731304,731304,731304,731

51,04551,04551,04551,045
oooo

355,776355,776355,776355,776

General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:

25,41225,41225,41225,412
11,89111,89111,89111,891

244244244244
500500500500

4,7604,7604,7604,760
157157157157

7,6967,6967,6967,696
385385385385

51,04551,04551,04551,045

Management feesManagement feesManagement feesManagement fees
Offce suppliesOffce suppliesOffce suppliesOffce supplies
Conventions and meetÌngsConventions and meetÌngsConventions and meetÌngsConventions and meetÌngs
LegalLegalLegalLegal
Audit expenseAudit expenseAudit expenseAudit expense
Advertising and marketingAdvertising and marketingAdvertising and marketingAdvertising and marketing
Bookkeeping and accounting serviceBookkeeping and accounting serviceBookkeeping and accounting serviceBookkeeping and accounting service
MiscellaneousMiscellaneousMiscellaneousMiscellaneous

2. Mortgage Payable - Capital Advance Construction Note2. Mortgage Payable - Capital Advance Construction Note2. Mortgage Payable - Capital Advance Construction Note2. Mortgage Payable - Capital Advance Construction Note

The cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has a
maximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 wasmaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 wasmaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 wasmaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 was
$3,370,600. Durng the year ended June 30, 2007 an additional $177,700 was advanced on the$3,370,600. Durng the year ended June 30, 2007 an additional $177,700 was advanced on the$3,370,600. Durng the year ended June 30, 2007 an additional $177,700 was advanced on the$3,370,600. Durng the year ended June 30, 2007 an additional $177,700 was advanced on the
capital advance loan to bring the year end balance to $3,548,300. The note wil bear no interest andcapital advance loan to bring the year end balance to $3,548,300. The note wil bear no interest andcapital advance loan to bring the year end balance to $3,548,300. The note wil bear no interest andcapital advance loan to bring the year end balance to $3,548,300. The note wil bear no interest and
repayment wil not be required so long as the housing remains available for very Jaw-income elderlyrepayment wil not be required so long as the housing remains available for very Jaw-income elderlyrepayment wil not be required so long as the housing remains available for very Jaw-income elderlyrepayment wil not be required so long as the housing remains available for very Jaw-income elderly
persons. In the event of default, the entire principal amount shall at once become due and payablepersons. In the event of default, the entire principal amount shall at once become due and payablepersons. In the event of default, the entire principal amount shall at once become due and payablepersons. In the event of default, the entire principal amount shall at once become due and payable
without notice. Interest per anum at a rate of 5.375% shall be payable on demand with respect to thewithout notice. Interest per anum at a rate of 5.375% shall be payable on demand with respect to thewithout notice. Interest per anum at a rate of 5.375% shall be payable on demand with respect to thewithout notice. Interest per anum at a rate of 5.375% shall be payable on demand with respect to the

payment of payment of payment of payment of principal upon default.principal upon default.principal upon default.principal upon default.

The carring amount of The carring amount of The carring amount of The carring amount of the note payable approximates fair value as of June 30, 2007.the note payable approximates fair value as of June 30, 2007.the note payable approximates fair value as of June 30, 2007.the note payable approximates fair value as of June 30, 2007.

3. Accounts Payable - Construction3. Accounts Payable - Construction3. Accounts Payable - Construction3. Accounts Payable - Construction

The project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from the
proceeds of Capital Advance Program. At June 30, 2006 a payable balance of $197,429 wasproceeds of Capital Advance Program. At June 30, 2006 a payable balance of $197,429 wasproceeds of Capital Advance Program. At June 30, 2006 a payable balance of $197,429 wasproceeds of Capital Advance Program. At June 30, 2006 a payable balance of $197,429 was
outstanding. The payables outstanding were all paid by June 30, 2007.outstanding. The payables outstanding were all paid by June 30, 2007.outstanding. The payables outstanding were all paid by June 30, 2007.outstanding. The payables outstanding were all paid by June 30, 2007.
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Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

4. HO Restricted Deposits4. HO Restricted Deposits4. HO Restricted Deposits4. HO Restricted Deposits

Under the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement of
property and other project expenditures approved by HUD. Use of these funds is contingent uponproperty and other project expenditures approved by HUD. Use of these funds is contingent uponproperty and other project expenditures approved by HUD. Use of these funds is contingent uponproperty and other project expenditures approved by HUD. Use of these funds is contingent upon
HUD's prior written approvaL. HUD-restricted deposits, which total $7,793 at June 30, 2007, areHUD's prior written approvaL. HUD-restricted deposits, which total $7,793 at June 30, 2007, areHUD's prior written approvaL. HUD-restricted deposits, which total $7,793 at June 30, 2007, areHUD's prior written approvaL. HUD-restricted deposits, which total $7,793 at June 30, 2007, are
held in separate accounts and generally are not available for operating purposes.held in separate accounts and generally are not available for operating purposes.held in separate accounts and generally are not available for operating purposes.held in separate accounts and generally are not available for operating purposes.

5. Unrestricted Net Assets5. Unrestricted Net Assets5. Unrestricted Net Assets5. Unrestricted Net Assets

None of None of None of None of the Project's net assets are subject to donor~imposed restrictions. Accordingly, all net assetsthe Project's net assets are subject to donor~imposed restrictions. Accordingly, all net assetsthe Project's net assets are subject to donor~imposed restrictions. Accordingly, all net assetsthe Project's net assets are subject to donor~imposed restrictions. Accordingly, all net assets
are accounted for as unrestricted net assets under SF AS No. 117.are accounted for as unrestricted net assets under SF AS No. 117.are accounted for as unrestricted net assets under SF AS No. 117.are accounted for as unrestricted net assets under SF AS No. 117.

6, Rental Income and Housing Assistance Payments6, Rental Income and Housing Assistance Payments6, Rental Income and Housing Assistance Payments6, Rental Income and Housing Assistance Payments

Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.
Rental income is reported as earned over the term of the lease. The Company paricipates in aRental income is reported as earned over the term of the lease. The Company paricipates in aRental income is reported as earned over the term of the lease. The Company paricipates in aRental income is reported as earned over the term of the lease. The Company paricipates in a
Housing Assistance Payment program (Section 8) administered by the U.S. Deparment of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparment of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparment of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparment of Housing
and Urban Development (HUD). The Company has an anual contribution contract with HUD, whichand Urban Development (HUD). The Company has an anual contribution contract with HUD, whichand Urban Development (HUD). The Company has an anual contribution contract with HUD, whichand Urban Development (HUD). The Company has an anual contribution contract with HUD, which
must be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid the
difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.

7. Related Part Transactions7. Related Part Transactions7. Related Part Transactions7. Related Part Transactions

The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth.The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth.The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth.The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth.
Reach, Inc., the project's management agent from July 1,2006 to February 28, 2007. Beth-Reach,Reach, Inc., the project's management agent from July 1,2006 to February 28, 2007. Beth-Reach,Reach, Inc., the project's management agent from July 1,2006 to February 28, 2007. Beth-Reach,Reach, Inc., the project's management agent from July 1,2006 to February 28, 2007. Beth-Reach,
Inc. was paid a percentage (12.15%) of cash receipts as a management fee. The fee paid to Beth.Inc. was paid a percentage (12.15%) of cash receipts as a management fee. The fee paid to Beth.Inc. was paid a percentage (12.15%) of cash receipts as a management fee. The fee paid to Beth.Inc. was paid a percentage (12.15%) of cash receipts as a management fee. The fee paid to Beth.
Reach, Inc., totaled $31,512. A new non-related management entity assumed managementReach, Inc., totaled $31,512. A new non-related management entity assumed managementReach, Inc., totaled $31,512. A new non-related management entity assumed managementReach, Inc., totaled $31,512. A new non-related management entity assumed management

responsibilty on March 1, 2007.responsibilty on March 1, 2007.responsibilty on March 1, 2007.responsibilty on March 1, 2007.

8. Concentrations of 8. Concentrations of 8. Concentrations of 8. Concentrations of Credit RiskCredit RiskCredit RiskCredit Risk

The Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash and
cash equivalents are primarily held in bank accounts insured by the FDIC. The Project maintains cashcash equivalents are primarily held in bank accounts insured by the FDIC. The Project maintains cashcash equivalents are primarily held in bank accounts insured by the FDIC. The Project maintains cashcash equivalents are primarily held in bank accounts insured by the FDIC. The Project maintains cash
balances at bans balances at bans balances at bans balances at bans located in Memphis, Tennessee. The balances are insured by the Federal Depositlocated in Memphis, Tennessee. The balances are insured by the Federal Depositlocated in Memphis, Tennessee. The balances are insured by the Federal Depositlocated in Memphis, Tennessee. The balances are insured by the Federal Deposit
Insurance Corporation up to $100,000. On June 30, 2007, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2007, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2007, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2007, the Project's cash balances were below
$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United
States Department of Housing and Urban Development. The Company performs continual creditStates Department of Housing and Urban Development. The Company performs continual creditStates Department of Housing and Urban Development. The Company performs continual creditStates Department of Housing and Urban Development. The Company performs continual credit
evaluations of evaluations of evaluations of evaluations of its tenants and does not consider an allowance for doubtful accounts to be necessary.its tenants and does not consider an allowance for doubtful accounts to be necessary.its tenants and does not consider an allowance for doubtful accounts to be necessary.its tenants and does not consider an allowance for doubtful accounts to be necessary.
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C. E. Ware Towers. Inc.C. E. Ware Towers. Inc.C. E. Ware Towers. Inc.C. E. Ware Towers. Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

9. Current Vulnerability Due to Certain Concentrations9. Current Vulnerability Due to Certain Concentrations9. Current Vulnerability Due to Certain Concentrations9. Current Vulnerability Due to Certain Concentrations

The Corporation's sole asset is a 56-unit aparent complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparent complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparent complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparent complex. The Corporation's operations are

concentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heaconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyvily
regulated environment. The operations of regulated environment. The operations of regulated environment. The operations of regulated environment. The operations of the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,
rules and regulations of federal, state and local regulatory agencies. including, but not limited to,rules and regulations of federal, state and local regulatory agencies. including, but not limited trules and regulations of federal, state and local regulatory agencies. including, but not limited to,rules and regulations of federal, state and local regulatory agencies. including, but not limited to,o,
HUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act of
Congress or an administrative change mandated by HüD. Such changes may occur with Hile noticeCongress or an administrative change mandated by HüD. Such changes may occur with Hile noticeCongress or an administrative change mandated by HüD. Such changes may occur with Hile noticeCongress or an administrative change mandated by HüD. Such changes may occur with Hile notice
or inadequate funding to pay for the related cost, including the additional administrative burden, toor inadequate funding to pay for the related cost, including the additional administrative burden, or inadequate funding to pay for the related cost, including the additional administrative burden, toor inadequate funding to pay for the related cost, including the additional administrative burden, toto
comply with a change.comply with a change.comply with a change.comply with a change.
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C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Supporting Data Required By HUSupporting Data Required By HUSupporting Data Required By HUSupporting Data Required By HU

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

Reserve for ReplacementsReserve for ReplacementsReserve for ReplacementsReserve for Replacements

In accordance with the provision of the Regulatory Agreement, restricted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restricted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restricted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restricted cash is to be deposited for
the use of the use of the use of the use of replacement of replacement of replacement of replacement of property with the approval ofHUD as follows:property with the approval ofHUD as follows:property with the approval ofHUD as follows:property with the approval ofHUD as follows:

Balance, July 1,2006Balance, July 1,2006Balance, July 1,2006Balance, July 1,2006 -0--0--0--0-

Close out minimum fund accountClose out minimum fund accountClose out minimum fund accountClose out minimum fund account
Monthly deposits ($1,130 X 2) + 1,607Monthly deposits ($1,130 X 2) + 1,607Monthly deposits ($1,130 X 2) + 1,607Monthly deposits ($1,130 X 2) + 1,607
Repayment per cost certification ($1,098 + $1,725)Repayment per cost certification ($1,098 + $1,725)Repayment per cost certification ($1,098 + $1,725)Repayment per cost certification ($1,098 + $1,725)
Interest incomeInterest incomeInterest incomeInterest income

1,1031,1031,1031,103
3,8673,8673,8673,867
2,8232,8232,8232,823

6666
7,7997,7997,7997,799

Withdrawals:Withdrawals:Withdrawals:Withdrawals:
Bank feeBank feeBank feeBank fee (6)(6)(6)(6)

Balance, June 30, 2007Balance, June 30, 2007Balance, June 30, 2007Balance, June 30, 20077,7937,7937,7937,793

Residual ReceiptsResidual ReceiptsResidual ReceiptsResidual Receipts

NoneNoneNoneNone

Miscellaneous Current AssetsMiscellaneous Current AssetsMiscellaneous Current AssetsMiscellaneous Current Assets
Receivable due to the Replacement Reserve accountReceivable due to the Replacement Reserve accountReceivable due to the Replacement Reserve accountReceivable due to the Replacement Reserve account3,8873,8873,8873,887

Miscellaneous Current LiabiltiesMiscellaneous Current LiabiltiesMiscellaneous Current LiabiltiesMiscellaneous Current Liabilties

Payable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve account3,8873,8873,8873,887

Miscellaneous Rent RevenueMiscellaneous Rent RevenueMiscellaneous Rent RevenueMiscellaneous Rent Revenue
Collections from previous periodCollections from previous periodCollections from previous periodCollections from previous period63,94063,94063,94063,940

Miscellaneous Other RevenueMiscellaneous Other RevenueMiscellaneous Other RevenueMiscellaneous Other Revenue
Beautyshop feesBeautyshop feesBeautyshop feesBeautyshop fees 610610610610
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Supporting Data Required By HO (contInued)Supporting Data Required By HO (contInued)Supporting Data Required By HO (contInued)Supporting Data Required By HO (contInued)

June 30,2007June 30,2007June 30,2007June 30,2007

Computation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual Receipts

CashCashCashCash
Cash (Accounts 11 10, 1120, 1191, 1192)Cash (Accounts 11 10, 1120, 1191, 1192)Cash (Accounts 11 10, 1120, 1191, 1192)Cash (Accounts 11 10, 1120, 1191, 1192)

Tenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statement

Total CashTotal CashTotal CashTotal Cash
Current UbligationsCurrent UbligationsCurrent UbligationsCurrent Ubligations

Accrued mortgage interest payableAccrued mortgage interest payableAccrued mortgage interest payableAccrued mortgage interest payable
Delinquent mortgage principal paymentsDelinquent mortgage principal paymentsDelinquent mortgage principal paymentsDelinquent mortgage principal payments
Delinquent deposits of reserve for replacementDelinquent deposits of reserve for replacementDelinquent deposits of reserve for replacementDelinquent deposits of reserve for replacement
Accounts payable (Due wIthin 30 days)Accounts payable (Due wIthin 30 days)Accounts payable (Due wIthin 30 days)Accounts payable (Due wIthin 30 days)
Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)
Deficent tax, insurance or MIP escrow depositsDeficent tax, insurance or MIP escrow depositsDeficent tax, insurance or MIP escrow depositsDeficent tax, insurance or MIP escrow deposits
Accrued expenses (not escrowed)Accrued expenses (not escrowed)Accrued expenses (not escrowed)Accrued expenses (not escrowed)
Prepaid rents (Account 2210)Prepaid rents (Account 2210)Prepaid rents (Account 2210)Prepaid rents (Account 2210)
Tenant security deposits liability (Account 2191)Tenant security deposits liability (Account 2191)Tenant security deposits liability (Account 2191)Tenant security deposits liability (Account 2191)
Other- Unpaid monthly Replacement Reserve depositsOther- Unpaid monthly Replacement Reserve depositsOther- Unpaid monthly Replacement Reserve depositsOther- Unpaid monthly Replacement Reserve deposits

Unpaid replacement reserve depositsUnpaid replacement reserve depositsUnpaid replacement reserve depositsUnpaid replacement reserve deposits
Total Current ObligationsTotal Current ObligationsTotal Current ObligationsTotal Current Obligations

Surplus Cash (Deficiency)Surplus Cash (Deficiency)Surplus Cash (Deficiency)Surplus Cash (Deficiency)

40,40040,40040,40040,400
302302302302

40,70240,70240,70240,702

16,18816,18816,18816,188

23,62223,62223,62223,622
3,9343,9343,9343,934
2,2942,2942,2942,294

11,84611,84611,84611,846
14,24514,24514,24514,245
3,8873,8873,8873,887

76,01676,01676,01676,016

(35,314)(35,314)(35,314)(35,314)

-16--16--16--16-



C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.
Pr~ect Number 081-EE037Pr~ect Number 081-EE037Pr~ect Number 081-EE037Pr~ect Number 081-EE037

. ¡. ¡. ¡. ¡

Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

Changes in Property and EquipmentChanges in Property and EquipmentChanges in Property and EquipmentChanges in Property and Equipment

AssetsAssetsAssetsAssets Accumulated DepreciationAccumulated DepreciationAccumulated DepreciationAccumulated Depreciation

Net BookNet BookNet BookNet Book
BalanceBalanceBalanceBalanceAdditionsAdditionsAdditionsAdditionsBalanceBalanceBalanceBalanceBalanceBalanceBalanceBalanceDepreci-Depreci-Depreci-Depreci-BalanceBalanceBalanceBalanceValueValueValueValue

luI. I, '06luI. I, '06luI. I, '06luI. I, '06(Disposals)(Disposals)(Disposals)(Disposals)lun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07lui. I, '06lui. I, '06lui. I, '06lui. I, '06atiematiematiematiemlun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07lun. 30, '07

1410 Lad1410 Lad1410 Lad1410 Lad75,00075,00075,00075,000l\l\l\l\ 75,00075,00075,00075,0000000 0000 ÛÛÛÛ "75.000"75.000"75.000"75.000vvvv

1420 Buildings1420 Buildings1420 Buildings1420 Buildings3,450.6393,450.6393,450.6393,450.6390000 3,450.6393,450.6393,450.6393,450.63928.75528.75528.75528.75586,26686,26686,26686,266115,021115,021115,021115,0213.335,6183.335,6183.335,6183.335,618

1450 Furniture for1450 Furniture for1450 Furniture for1450 Furniture for

project tenant useproject tenant useproject tenant useproject tenant use0000 6,4736,4736,4736,4736,4736,4736,4736,473 0000 1,2951,2951,2951,2951,2951,2951,2951,2955,1785,1785,1785,178

1465 Offce furniture &1465 Offce furniture &1465 Offce furniture &1465 Offce furniture &

equipmentequipmentequipmentequipment18,31518,31518,31518,3150000 18,31518,31518,31518,3152,6172,6172,6172,6174,4854,4854,4854,4857,l027,l027,l027,l0211,21311,21311,21311,213
3,543,9543,543,9543,543,9543,543,9546,4736,4736,4736,4733,550,4273,550,4273,550,4273,550,42731,37231,37231,37231,37292,04692,04692,04692,046123,418123,418123,418123,4183,427.0093,427.0093,427.0093,427.009

Fixed assets additions:Fixed assets additions:Fixed assets additions:Fixed assets additions:

Washers (6) & dryers (6)Washers (6) & dryers (6)Washers (6) & dryers (6)Washers (6) & dryers (6)6,4736,4736,4736,473
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Expenditures of Expenditures of Expenditures of Expenditures of Federal AwardsFederal AwardsFederal AwardsFederal Awards

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Federal GrantorlPass-throughFederal GrantorlPass-throughFederal GrantorlPass-throughFederal GrantorlPass-through
Grantor/Program TitleGrantor/Program TitleGrantor/Program TitleGrantor/Program Title

U.S. Deparment of U.S. Deparment of U.S. Deparment of U.S. Deparment of Housing and Urban DevelopmentHousing and Urban DevelopmentHousing and Urban DevelopmentHousing and Urban Development
Section 202 Direct LoanSection 202 Direct LoanSection 202 Direct LoanSection 202 Direct Loan
Section 8 Housing Assistance ProgramsSection 8 Housing Assistance ProgramsSection 8 Housing Assistance ProgramsSection 8 Housing Assistance Programs

FederalFederalFederalFederal
erDAerDAerDAerDA

NumberNumberNumberNumber
FederalFederalFederalFederal

ExpendituresExpendituresExpendituresExpenditures

14.15714.15714.15714.157
14.85614.85614.85614.856

3,548,3003,548,3003,548,3003,548,300
183.345183.345183.345183.345

3.731,6453.731,6453.731,6453.731,645

Note: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basis
of accounting.of accounting.of accounting.of accounting.

-18--18--18--18-



C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

- r- r- r- r
Summary Schedule of Summary Schedule of Summary Schedule of Summary Schedule of Prior Audit FindingsPrior Audit FindingsPrior Audit FindingsPrior Audit Findings

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

DEPARTMENT OF HOUSING AND URAN DEVELOPMENTDEPARTMENT OF HOUSING AND URAN DEVELOPMENTDEPARTMENT OF HOUSING AND URAN DEVELOPMENTDEPARTMENT OF HOUSING AND URAN DEVELOPMENT

FINDING NO. 06-1: Section 202, Direct Loan CFDA 14.157FINDING NO. 06-1: Section 202, Direct Loan CFDA 14.157FINDING NO. 06-1: Section 202, Direct Loan CFDA 14.157FINDING NO. 06-1: Section 202, Direct Loan CFDA 14.157

Condition: Owner failed to make the required monthly deposits to the Replacement ReserveCondition: Owner failed to make the required monthly deposits to the Replacement ReserveCondition: Owner failed to make the required monthly deposits to the Replacement ReserveCondition: Owner failed to make the required monthly deposits to the Replacement Reserve
account.account.account.account.

Recommendation: The responsible accounting staff should be reminded of the procedures inRecommendation: The responsible accounting staff should be reminded of the procedures inRecommendation: The responsible accounting staff should be reminded of the procedures inRecommendation: The responsible accounting staff should be reminded of the procedures in
place to ensure that Replacement Reserve deposits are made to the Replacement Reserveplace to ensure that Replacement Reserve deposits are made to the Replacement Reserveplace to ensure that Replacement Reserve deposits are made to the Replacement Reserveplace to ensure that Replacement Reserve deposits are made to the Replacement Reserve

account in a timely maner for property replacements.account in a timely maner for property replacements.account in a timely maner for property replacements.account in a timely maner for property replacements.

Current Status: The shortge in the Replacement Reserve account of the four (4) deposits notCurrent Status: The shortge in the Replacement Reserve account of the four (4) deposits notCurrent Status: The shortge in the Replacement Reserve account of the four (4) deposits notCurrent Status: The shortge in the Replacement Reserve account of the four (4) deposits not
made from the previous period were not funded as of June 30, 2007. The Replacementmade from the previous period were not funded as of June 30, 2007. The Replacementmade from the previous period were not funded as of June 30, 2007. The Replacementmade from the previous period were not funded as of June 30, 2007. The Replacement

Reserve account remains underfunded by $4,528 ($1,132 X 4) for the deficient June 30, 2006Reserve account remains underfunded by $4,528 ($1,132 X 4) for the deficient June 30, 2006Reserve account remains underfunded by $4,528 ($1,132 X 4) for the deficient June 30, 2006Reserve account remains underfunded by $4,528 ($1,132 X 4) for the deficient June 30, 2006
fiscal year deposits.fiscal year deposits.fiscal year deposits.fiscal year deposits.
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Report on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial Reporting
Based on an Audit of Financial StatementsBased on an Audit of Financial StatementsBased on an Audit of Financial StatementsBased on an Audit of Financial Statements

Performed in Accordance with Government Auditing StandardsPerformed in Accordance with Government Auditing StandardsPerformed in Accordance with Government Auditing StandardsPerformed in Accordance with Government Auditing Standards

Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of Directors and OfficersTo the Board of Directors and OfficersTo the Board of Directors and OfficersTo the Board of Directors and Officers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

We have audited the financial statements ofC. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements ofC. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements ofC. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements ofC. E. Ware Towers, Inc., HUD Project No. 081-EE037,
as of and for the year ended June 30,2007. and have issued our report thereon dated December 6,as of and for the year ended June 30,2007. and have issued our report thereon dated December 6,as of and for the year ended June 30,2007. and have issued our report thereon dated December 6,as of and for the year ended June 30,2007. and have issued our report thereon dated December 6,
2007. We conducted our audit in accordance with auditing standards generally accepted in the United2007. We conducted our audit in accordance with auditing standards generally accepted in the United2007. We conducted our audit in accordance with auditing standards generally accepted in the United2007. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government AuditngStates of America and the standards applicable to financial audits contained in Government AuditngStates of America and the standards applicable to financial audits contained in Government AuditngStates of America and the standards applicable to financial audits contained in Government Auditng
Standards, issued by the Comptroller General of Standards, issued by the Comptroller General of Standards, issued by the Comptroller General of Standards, issued by the Comptroller General of the United States.the United States.the United States.the United States.

Internal Control Over Financial ReportingInternal Control Over Financial ReportingInternal Control Over Financial ReportingInternal Control Over Financial Reporting

In planing and perfonning our audit, we considered C. E. Ware Towers, Inc.'s, internal control overIn planing and perfonning our audit, we considered C. E. Ware Towers, Inc.'s, internal control overIn planing and perfonning our audit, we considered C. E. Ware Towers, Inc.'s, internal control overIn planing and perfonning our audit, we considered C. E. Ware Towers, Inc.'s, internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing ourfinancial reporting in order to determine our auditing procedures for the purpose of expressing ourfinancial reporting in order to determine our auditing procedures for the purpose of expressing ourfinancial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would not
necessarly disclose all matters in the internal control that might be material we.aknesses. A materialnecessarly disclose all matters in the internal control that might be material we.aknesses. A matenecessarly disclose all matters in the internal control that might be material we.aknesses. A materialnecessarly disclose all matters in the internal control that might be material we.aknesses. A materialrial
weakess is a reportble condition in which the design or operation of one or more of the internalweakess is a reportble condition in which the design or operation of one or more of the internalweakess is a reportble condition in which the design or operation of one or more of the internalweakess is a reportble condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material In relation to the financial statements being auditederror or fraud in amounts that would be material In relation to the financial statements being auderror or fraud in amounts that would be material In relation to the financial statements being auditederror or fraud in amounts that would be material In relation to the financial statements being auditedited
may occur and not be detected with a timely period by employees in the normal course ofmay occur and not be detected with a timely period by employees in the normal course ofmay occur and not be detected with a timely period by employees in the normal course ofmay occur and not be detected with a timely period by employees in the normal course of

performing their assigned functions. We noted no matters involving the internal control over financialperforming their assigned functions. We noted no matters involving the internal control over finanperforming their assigned functions. We noted no matters involving the internal control over financialperforming their assigned functions. We noted no matters involving the internal control over financialcial
reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.

Compliance and Other MattersCompliance and Other MattersCompliance and Other MattersCompliance and Other Matters

As par of obtaining reasonable assurance about whether C. E. Ware Towers, Inc. 's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inc. 's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inc. 's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inc. 's, financial
statements are free of material misstatement, we performed tests of its compliance with certinstatements are free of material misstatement, we performed tests of its compliance with certinstatements are free of material misstatement, we performed tests of its compliance with certinstatements are free of material misstatement, we performed tests of its compliance with certin
provisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,have a direct and material effect on the determination of financial statement amounts. However,have a direct and material effect on the determination of financial statement amounts. However,have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provIsions was not an objective of our audit and,providing an opinion on compliance with those provIsions was not an objective of our audit and,providing an opinion on compliance with those provIsions was not an objective of our audit and,providing an opinion on compliance with those provIsions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditng
Standards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and Questioned
Costs as item 07-1 and 07J2.Costs as item 07-1 and 07J2.Costs as item 07-1 and 07J2.Costs as item 07-1 and 07J2.

This report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directThis report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directors,ors,
management, others witmn the organization, the Deparment of Housing and Urban Development andmanagement, others witmn the organization, the Deparment of Housing and Urban Development andmanagement, others witmn the organization, the Deparment of Housing and Urban Development andmanagement, others witmn the organization, the Deparment of Housing and Urban Development and
federal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified parties.by anyone other than these specified parties.by anyone other than these specified parties.by anyone other than these specified parties.
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Report on Compliance withReport on Compliance withReport on Compliance withReport on Compliance with
Requirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on Internal

Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133

Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of To the Board of To the Board of To the Board of Directors and OfficersDirectors and OfficersDirectors and OfficersDirectors and Officers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

ComplianceComplianceComplianceCompliance

We have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of compliance
requirements described in the u.s. Office of Management and Budget (OMB) Circular A-i33requirements described in the u.s. Office of Management and Budget (OMB) Circular A-i33requirements described in the u.s. Office of Management and Budget (OMB) Circular A-i33requirements described in the u.s. Office of Management and Budget (OMB) Circular A-i33
Compliance Supplement that are applicable to its major federal program for the year ended June 30,Compliance Supplement that are applicable to its major federal program for the year ended June 30,Compliance Supplement that are applicable to its major federal program for the year ended June 30,Compliance Supplement that are applicable to its major federal program for the year ended June 30,
2007. C. E. Ware Towers, Inc.'s major federal program is identified in the summary of auditor's2007. C. E. Ware Towers, Inc.'s major federal program is identified in the summary of auditor's2007. C. E. Ware Towers, Inc.'s major federal program is identified in the summary of auditor's2007. C. E. Ware Towers, Inc.'s major federal program is identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with theresults section of the accompanying schedule of findings and questioned costs. Compliance with theresults section of the accompanying schedule of findings and questioned costs. Compliance with theresults section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to its major federal program is therequirements of laws, regulations, contracts and grants applicable to its major federal program isrequirements of laws, regulations, contracts and grants applicable to its major federal program is therequirements of laws, regulations, contracts and grants applicable to its major federal program is the the
responsibility of C. E. Ware Towers, Inc.'s management. Our responsibility is to express an opinionresponsibility of C. E. Ware Towers, Inc.'s management. Our responsibility is to express an opinionresponsibility of C. E. Ware Towers, Inc.'s management. Our responsibility is to express an opinionresponsibility of C. E. Ware Towers, Inc.'s management. Our responsibility is to express an opinion
on C. E. Ware Towers, Inc.'s compliance based on our audit.on C. E. Ware Towers, Inc.'s compliance based on our audit.on C. E. Ware Towers, Inc.'s compliance based on our audit.on C. E. Ware Towers, Inc.'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Government
Auditng Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditng Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditng Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditng Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance about

whether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on aa direct and material effect on a major federal program occurred. An audit includes examining, on aa direct and material effect on a major federal program occurred. An audit includes examining, on aa direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe thatperforming such other procedures as we considered necessary in the circumstances. We believe thatperforming such other procedures as we considered necessary in the circumstances. We believe thatperforming such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.

In our opinion, C. E. Ware Towers, Inc. complied. in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied. in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied. in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied. in all material respects, with the requirements
referred to above that are applicable to its major federal progran1 for the year ended June 30, 2007.referred to above that are applicable to its major federal progran1 for the year ended June 30, 200referred to above that are applicable to its major federal progran1 for the year ended June 30, 2007.referred to above that are applicable to its major federal progran1 for the year ended June 30, 2007.7.
However, the results of our auditing procedures disclosed an instance of noncompliance with theseHowever, the results of our auditing procedures disclosed an instance of noncompliance with theseHowever, the results of our auditing procedures disclosed an instance of noncompliance with theseHowever, the results of our auditing procedures disclosed an instance of noncompliance with these
requirements, which are required to be reported in accordance with OMB Circular A-133 and whichrequirements, which are required to be reported in accordance with OMB Circular A-133 and whichrequirements, which are required to be reported in accordance with OMB Circular A-133 and whichrequirements, which are required to be reported in accordance with OMB Circular A-133 and which
are described in the accompanying Schedule of are described in the accompanying Schedule of are described in the accompanying Schedule of are described in the accompanying Schedule of 

Findings and Questioned Costs as item 07-1 and 07-Findings and Questioned Costs as item 07-1 and 07-Findings and Questioned Costs as item 07-1 and 07-Findings and Questioned Costs as item 07-1 and 07-

2.2.2.2.
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Internal Control Over ComplianceInternal Control Over ComplianceInternal Control Over ComplianceInternal Control Over Compliance

- !- !- !- !

The management of C. E. Ware Towers, Inc., is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc., is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc., is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc., is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered C. E.grants applicable to federal programs. In planning and performing our audit, we considered C. E.grants applicable to federal programs. In planning and performing our audit, we considered C. E.grants applicable to federal programs. In planning and performing our audit, we considered C. E.
Ware Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct and
material effect on a major federal program (internal control) as a basis for designing our auditingmaterial effect on a major federal program (internal control) as a basis for designing our auditingmaterial effect on a major federal program (internal control) as a basis for designing our auditingmaterial effect on a major federal program (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internalprocedures for the purpose of expressing our opinion on compliance and to test and report on internprocedures for the purpose of expressing our opinion on compliance and to test and report on internalprocedures for the purpose of expressing our opinion on compliance and to test and report on internalal
control in accordance with OMB Circular A-I33, but not for the purpose of expressing an opinion oncontrol in accordance with OMB Circular A-I33, but not for the purpose of expressing an opinion oncontrol in accordance with OMB Circular A-I33, but not for the purpose of expressing an opinion oncontrol in accordance with OMB Circular A-I33, but not for the purpose of expressing an opinion on
the effectiveness of the Organzation's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organzation's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organzation's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organzation's internal control. Accordingly, we do not express an opinion
on the effectiveness of on the effectiveness of on the effectiveness of on the effectiveness of the Organization's internal control.the Organization's internal control.the Organization's internal control.the Organization's internal control.

A control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management or
employees within a timely period, in the normal course of pertòrming their assigned functions, toemployees within a timely period, in the normal course of pertòrming their assigned functions, toemployees within a timely period, in the normal course of pertòrming their assigned functions, toemployees within a timely period, in the normal course of pertòrming their assigned functions, to
prevent or detect noncompliance with applicable requirements of laws, regulations, contracts andprevent or detect noncompliance with applicable requirements of laws, regulations, contracts andprevent or detect noncompliance with applicable requirements of laws, regulations, contracts andprevent or detect noncompliance with applicable requirements of laws, regulations, contracts and
grants that would have a direct and material effect on a major federal program. A significantgrants that would have a direct and material effect on a major federal program. A significantgrants that would have a direct and material effect on a major federal program. A significantgrants that would have a direct and material effect on a major federal program. A significant
deficiency is a control deficiency, or combination of control de1ìciencies, that adversely affects thedeficiency is a control deficiency, or combination of control de1ìciencies, that adversely affectsdeficiency is a control deficiency, or combination of control de1ìciencies, that adversely affects thedeficiency is a control deficiency, or combination of control de1ìciencies, that adversely affects the the

Organization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicable

requirements of laws, regulations, contracts and grants such that there Is more than a remoterequirements of laws, regulations, contracts and grants such that there Is more than a remoterequirements of laws, regulations, contracts and grants such that there Is more than a remoterequirements of laws, regulations, contracts and grants such that there Is more than a remote
likelihood that the Organization's noncompliance that is more than inconsequential wiJI not belikelihood that the Organization's noncompliance that is more than inconsequential wiJI not belikelihood that the Organization's noncompliance that is more than inconsequential wiJI not belikelihood that the Organization's noncompliance that is more than inconsequential wiJI not be
prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.

A material weakess is a significant deficiency, or combination of significant deficiencies that resultsA material weakess is a significant deficiency, or combination of significant deficiencies that rA material weakess is a significant deficiency, or combination of significant deficiencies that resultsA material weakess is a significant deficiency, or combination of significant deficiencies that resultsesults
in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,
regulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented or
detected by the Organization's internal control.detected by the Organization's internal control.detected by the Organization's internal control.detected by the Organization's internal control.

Our consideration of internal control was for the limited purpose described in the fourth paragraphOur consideration of internal control was for the limited purpose described in the fourth paragraphOur consideration of internal control was for the limited purpose described in the fourth paragraphOur consideration of internal control was for the limited purpose described in the fourth paragraph
and would not necessarily identifY all deficiencies in internal control that might be significantand would not necessarily identifY all deficiencies in internal control that might be significantand would not necessarily identifY all deficiencies in internal control that might be significantand would not necessarily identifY all deficiencies in internal control that might be significant
deficiencies or material weakesses. We did 110t identify any deficiencies in internal control that wedeficiencies or material weakesses. We did 110t identify any deficiencies in internal control that deficiencies or material weakesses. We did 110t identify any deficiencies in internal control that wedeficiencies or material weakesses. We did 110t identify any deficiencies in internal control that wewe
consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.

This report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directThis report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directors,ors,
management, others within the organization, the Department of management, others within the organization, the Department of management, others within the organization, the Department of management, others within the organization, the Department of Housing and Urban Development andHousing and Urban Development andHousing and Urban Development andHousing and Urban Development and
federal awarding agencies and' pass-through entities and is not intended to be and should not be usedfederal awarding agencies and' pass-through entities and is not intended to be and should not be usfederal awarding agencies and' pass-through entities and is not intended to be and should not be usedfederal awarding agencies and' pass-through entities and is not intended to be and should not be useded
by anyone other than these specified partiesby anyone other than these specified partiesby anyone other than these specified partiesby anyone other than these specified parties
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C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.C. E, Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Findings and Questioned CostsFindings and Questioned CostsFindings and Questioned CostsFindings and Questioned Costs

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Part I - Summary of Auditor's ResultsPart I - Summary of Auditor's ResultsPart I - Summary of Auditor's ResultsPart I - Summary of Auditor's Results

1. The auditor's report expresses an unqualified opinion on the financial statements of C. E.1. The auditor's report expresses an unqualified opinion on the financial statements of C. E.1. The auditor's report expresses an unqualified opinion on the financial statements of C. E.1. The auditor's report expresses an unqualified opinion on the financial statements of C. E.

Ware Towers, Inc.Ware Towers, Inc.Ware Towers, Inc.Ware Towers, Inc.

2. No materiai weakesses were identified during the audit of 2. No materiai weakesses were identified during the audit of 2. No materiai weakesses were identified during the audit of 2. No materiai weakesses were identified during the audit of the financial statements.the financial statements.the financial statements.the financial statements.

3. An instance of noncompliance material to the financial statements of C. E. Ware Towers,3. An instance of noncompliance material to the financial statements of C. E. Ware Towers,3. An instance of noncompliance material to the financial statements of C. E. Ware Towers,3. An instance of noncompliance material to the financial statements of C. E. Ware Towers,

Inc. was disclosed dunng the audit.Inc. was disclosed dunng the audit.Inc. was disclosed dunng the audit.Inc. was disclosed dunng the audit.

4. No matenal weakesses were identified during the audit of the major federal award4. No matenal weakesses were identified during the audit of the major federal award4. No matenal weakesses were identified during the audit of the major federal award4. No matenal weakesses were identified during the audit of the major federal award
programs.programs.programs.programs.

5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware

Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.

6. Audit findings that are required to be reported in accordance with Section 510 (a) ofOMB6. Audit findings that are required to be reported in accordance with Section 510 (a) ofOMB6. Audit findings that are required to be reported in accordance with Section 510 (a) ofOMB6. Audit findings that are required to be reported in accordance with Section 510 (a) ofOMB

Circular A-133 are reported in this Schedule.Circular A-133 are reported in this Schedule.Circular A-133 are reported in this Schedule.Circular A-133 are reported in this Schedule.

7. The programs tested as major programs included:7. The programs tested as major programs included:7. The programs tested as major programs included:7. The programs tested as major programs included:

Name of Name of Name of Name of Federal ProgramFederal ProgramFederal ProgramFederal Program
Section 202 Direct LoanSection 202 Direct LoanSection 202 Direct LoanSection 202 Direct Loan

CFDANumberCFDANumberCFDANumberCFDANumber
14.15714.15714.15714.157

8. The theshold for distinguishing Types A and B programs was $500,000.8. The theshold for distinguishing Types A and B programs was $500,000.8. The theshold for distinguishing Types A and B programs was $500,000.8. The theshold for distinguishing Types A and B programs was $500,000.

9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.

Part II - Findings - Financial Statements AuditPart II - Findings - Financial Statements AuditPart II - Findings - Financial Statements AuditPart II - Findings - Financial Statements Audit

NoneNoneNoneNone

-23--23--23--23-



C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Part III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs Audit

Finding - 07-1: Monthly Replacement Reserve DepositsFinding - 07-1: Monthly Replacement Reserve DepositsFinding - 07-1: Monthly Replacement Reserve DepositsFinding - 07-1: Monthly Replacement Reserve Deposits

1. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.157

2. Population size2. Population size2. Population size2. Population size
Number: 12Number: 12Number: 12Number: 12

Dollar amount: $13,584Dollar amount: $13,584Dollar amount: $13,584Dollar amount: $13,584

3. Items Tested3. Items Tested3. Items Tested3. Items Tested
Number: 12Number: 12Number: 12Number: 12

Dollar amount: $13,584Dollar amount: $13,584Dollar amount: $13,584Dollar amount: $13,584

4. Items not in compliance4. Items not in compliance4. Items not in compliance4. Items not in compliance

Number: 8 and a partialNumber: 8 and a partialNumber: 8 and a partialNumber: 8 and a partial
Dollar amount: $9,717Dollar amount: $9,717Dollar amount: $9,717Dollar amount: $9,717

5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement

Reserve account.Reserve account.Reserve account.Reserve account.

6. Effect - Funds were not available for the replacement of propert and project6. Effect - Funds were not available for the replacement of propert and project6. Effect - Funds were not available for the replacement of propert and project6. Effect - Funds were not available for the replacement of propert and project

improvements.improvements.improvements.improvements.

7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to

the Replacement Reserve account were not followed.the Replacement Reserve account were not followed.the Replacement Reserve account were not followed.the Replacement Reserve account were not followed.

8. Recommendation - The responsible accounting staf should be reminded of 8. Recommendation - The responsible accounting staf should be reminded of 8. Recommendation - The responsible accounting staf should be reminded of 8. Recommendation - The responsible accounting staf should be reminded of the proceduresthe proceduresthe proceduresthe procedures
in place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve account
for property replacements.for property replacements.for property replacements.for property replacements.

9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been
reminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to the
Replacement Reserve account. New management was put in place March 1, 2007 andReplacement Reserve account. New management was put in place March 1, 2007 andReplacement Reserve account. New management was put in place March 1, 2007 andReplacement Reserve account. New management was put in place March 1, 2007 and
have implemented procedures to make sure deposits are made on a timely basis.have implemented procedures to make sure deposits are made on a timely basis.have implemented procedures to make sure deposits are made on a timely basis.have implemented procedures to make sure deposits are made on a timely basis.
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)

Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007Year Ended June 30, 2007

Part III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs Audit

Finding - 07-2: Replacement Reserve DepositsFinding - 07-2: Replacement Reserve DepositsFinding - 07-2: Replacement Reserve DepositsFinding - 07-2: Replacement Reserve Deposits

1. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.157

2. Population size2. Population size2. Population size2. Population size
Number: 6Number: 6Number: 6Number: 6

Dollar amount: $6,709Dollar amount: $6,709Dollar amount: $6,709Dollar amount: $6,709

3. Items Tested3. Items Tested3. Items Tested3. Items Tested
Number: 6Number: 6Number: 6Number: 6

Dollar amount: $6,709Dollar amount: $6,709Dollar amount: $6,709Dollar amount: $6,709

4. Items not in compliance4. Items not in compliance4. Items not in compliance4. Items not in compliance

Number: 4Number: 4Number: 4Number: 4

Dollar amount: $3,887Dollar amount: $3,887Dollar amount: $3,887Dollar amount: $3,887

5. Condition - The owner failed to make the required deposits to the Replacement Reserve5. Condition - The owner failed to make the required deposits to the Replacement Reserve5. Condition - The owner failed to make the required deposits to the Replacement Reserve5. Condition - The owner failed to make the required deposits to the Replacement Reserve

account.account.account.account.

6. Effect - Funds were not available for the replacement of property and project6. Effect - Funds were not available for the replacement of property and project6. Effect - Funds were not available for the replacement of property and project6. Effect - Funds were not available for the replacement of property and project

improvements.improvements.improvements.improvements.

7. Cause - Procedures in place to ensure that the required deposits are made to the7. Cause - Procedures in place to ensure that the required deposits are made to the7. Cause - Procedures in place to ensure that the required deposits are made to the7. Cause - Procedures in place to ensure that the required deposits are made to the

Replacement Reserve account were not followed.Replacement Reserve account were not followed.Replacement Reserve account were not followed.Replacement Reserve account were not followed.

8. RecommendatIon - The responsible accounting staff should be reminded of the procedures8. RecommendatIon - The responsible accounting staff should be reminded of the procedures8. RecommendatIon - The responsible accounting staff should be reminded of the procedures8. RecommendatIon - The responsible accounting staff should be reminded of the procedures
in place to ensure that deposits are made to the Replacement Reserve account for própertyin place to ensure that deposits are made to the Replacement Reserve account for própertyin place to ensure that deposits are made to the Replacement Reserve account for própertyin place to ensure that deposits are made to the Replacement Reserve account for próperty
replacements.replacements.replacements.replacements.

9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been9. Comment - Management agrees with the finding and the accounting staff has been
reminded ofthe importce of ensuring that deposits are made to the Replacement Reservereminded ofthe importce of ensuring that deposits are made to the Replacement Reservereminded ofthe importce of ensuring that deposits are made to the Replacement Reservereminded ofthe importce of ensuring that deposits are made to the Replacement Reserve
account.account.account.account.
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Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Certification of Project OwnerCertification of Project OwnerCertification of Project OwnerCertification of Project Owner

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

We hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplemental
data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138
(901) 759-1855, Employer IdentificatIon Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer IdentificatIon Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer IdentificatIon Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer IdentificatIon Number 30-0134249 and, to the best of our knowledge and
belief, the same is complete and accurate.belief, the same is complete and accurate.belief, the same is complete and accurate.belief, the same is complete and accurate.

~vJZt-lJr' £~~vJZt-lJr' £~~vJZt-lJr' £~~vJZt-lJr' £~Off¡ er IOff¡ er IOff¡ er IOff¡ er I
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Management Agent CertificationManagement Agent CertificationManagement Agent CertificationManagement Agent Certification

June 30, 2007June 30, 2007June 30, 2007June 30, 2007

We hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplementalWe hereby certify that we have examined the accompanying financial statements and supplemental
data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,
the same is complete and accurate.the same is complete and accurate.the same is complete and accurate.the same is complete and accurate.

TESCO Properties, Inc. 62-1073407TESCO Properties, Inc. 62-1073407TESCO Properties, Inc. 62-1073407TESCO Properties, Inc. 62-1073407
Management AgentManagement AgentManagement AgentManagement Agent
Property Manager: Larry SissonProperty Manager: Larry SissonProperty Manager: Larry SissonProperty Manager: Larry Sisson
2171 Judicial Drive, Suite 2002171 Judicial Drive, Suite 2002171 Judicial Drive, Suite 2002171 Judicial Drive, Suite 200
Germantown, TN 38138Germantown, TN 38138Germantown, TN 38138Germantown, TN 38138
(901) 759-1855(901) 759-1855(901) 759-1855(901) 759-1855

Jerrs~Jerrs~Jerrs~Jerrs~
~:z~(l(l/~:z~(l(l/~:z~(l(l/~:z~(l(l/

Philp C. Dees, Treas erPhilp C. Dees, Treas erPhilp C. Dees, Treas erPhilp C. Dees, Treas er
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Financial Statements and Supplemental InfonnationFinancial Statements and Supplemental InfonnationFinancial Statements and Supplemental InfonnationFinancial Statements and Supplemental Infonnation

For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006
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Audited Financial StatementsAudited Financial StatementsAudited Financial StatementsAudited Financial Statements
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Report on Audited Financial StatementsReport on Audited Financial StatementsReport on Audited Financial StatementsReport on Audited Financial Statements
and Supplementary Informationand Supplementary Informationand Supplementary Informationand Supplementary Information

Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of To the Board of To the Board of To the Board of Directors and OffcersDirectors and OffcersDirectors and OffcersDirectors and Offcers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

We have audited the accompanying statement of financial position of C. E. Ware Towers, Inc., (a nonprofitWe have audited the accompanying statement of financial position of C. E. Ware Towers, Inc., (aWe have audited the accompanying statement of financial position of C. E. Ware Towers, Inc., (a nonprofitWe have audited the accompanying statement of financial position of C. E. Ware Towers, Inc., (a nonprofit nonprofit
corporation), Project No. 081-EE037 as of JIDe 30, 2096, and the related statements of activities, and cashcorporation), Project No. 081-EE037 as of JIDe 30, 2096, and the related statements of activicorporation), Project No. 081-EE037 as of JIDe 30, 2096, and the related statements of activities, and cashcorporation), Project No. 081-EE037 as of JIDe 30, 2096, and the related statements of activities, and cashties, and cash
flows for the period Februar 21,2006 to June 30, 2006. These financial statements are the responsibility offlows for the period Februar 21,2006 to June 30, 2006. These financial statements are the resflows for the period Februar 21,2006 to June 30, 2006. These financial statements are the responsibility offlows for the period Februar 21,2006 to June 30, 2006. These financial statements are the responsibility ofponsibility of
the Project's management. Our responsibilty is to express an opinion on these financial statements based onthe Project's management. Our responsibilty is to express an opinion on these financial statethe Project's management. Our responsibilty is to express an opinion on these financial statements based onthe Project's management. Our responsibilty is to express an opinion on these financial statements based onments based on
our audit.our audit.our audit.our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States ofWe conducted our audit in accordance with auditing standards generally accepted in the United StaWe conducted our audit in accordance with auditing standards generally accepted in the United States ofWe conducted our audit in accordance with auditing standards generally accepted in the United States oftes of
America and the standards applicable to financial audits contained in Government Auditing Standards, issuedAmerica and the standards applicable to financial audits contained in Government Auditing StaAmerica and the standards applicable to financial audits contained in Government Auditing Standards, issuedAmerica and the standards applicable to financial audits contained in Government Auditing Standards, issuedndards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the auditby the Comptroller General of the United States. Those standards require that we plan and perby the Comptroller General of the United States. Those standards require that we plan and perform the auditby the Comptroller General of the United States. Those standards require that we plan and perform the auditform the audit
to obtain reasonable assurance about whether the fimi.ncial statements are free of material misstatement. Anto obtain reasonable assurance about whether the fimi.ncial statements are free of material to obtain reasonable assurance about whether the fimi.ncial statements are free of material misstatement. Anto obtain reasonable assurance about whether the fimi.ncial statements are free of material misstatement. Anmisstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financialaudit includes examining, on a test basis, evidence supporting the amounts and disclosures inaudit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financialaudit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made bystatements. An audit also includes assessing the accounting principles used and significantstatements. An audit also includes assessing the accounting principles used and significant estimates made bystatements. An audit also includes assessing the accounting principles used and significant estimates made by estimates made by
management, as well as' evaluating the overall financial statement presentation. We believe that our auditsmanagement, as well as' evaluating the overall financial statement presentation. We believe tmanagement, as well as' evaluating the overall financial statement presentation. We believe that our auditsmanagement, as well as' evaluating the overall financial statement presentation. We believe that our auditshat our audits
provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the finåncialIn our opinion, the financial statements referred to above present fairly, in all mateIn our opinion, the financial statements referred to above present fairly, in all material respects, the finåncialIn our opinion, the financial statements referred to above present fairly, in all material respects, the finåncialrial respects, the finåncial
position of C. E. Ware Towers, Inc. as of June 30, 2006, and the changes in its net assets (deficit) and itsposition of C. E. Ware Towers, Inc. as of June 30, 2006, and the changes in its net assets (position of C. E. Ware Towers, Inc. as of June 30, 2006, and the changes in its net assets (deficit) and itsposition of C. E. Ware Towers, Inc. as of June 30, 2006, and the changes in its net assets (deficit) and itsdeficit) and its
cash flows for the period February 21, 2006 to June 30, 2006 in conformity with accounting principlescash flows for the period February 21, 2006 to June 30, 2006 in conformity with accounting principlcash flows for the period February 21, 2006 to June 30, 2006 in conformity with accounting principlescash flows for the period February 21, 2006 to June 30, 2006 in conformity with accounting principleses

generally accepted in the United States of America.generally accepted in the United States of America.generally accepted in the United States of America.generally accepted in the United States of America.

In accordance with Government Auditng Standards, we have also issued our report dated October 24,2007,In accordance with Government Auditng Standards, we have also issued our report dated October 24,2In accordance with Government Auditng Standards, we have also issued our report dated October 24,2007,In accordance with Government Auditng Standards, we have also issued our report dated October 24,2007,007,
on our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itson our consideration of C. E. Ware Towers, Inc. internal control over financial reporting on our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itson our consideration of C. E. Ware Towers, Inc. internal control over financial reporting and our tests of itsand our tests of its
compliance with certain provisions of laws, regulations, contracts and grt agreements and other matters.compliance with certain provisions of laws, regulations, contracts and grt agreements and other compliance with certain provisions of laws, regulations, contracts and grt agreements and other matters.compliance with certain provisions of laws, regulations, contracts and grt agreements and other matters.matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reportingThe purpose of that report is to describe the scope of our testing of internal control ovThe purpose of that report is to describe the scope of our testing of internal control over financial reportingThe purpose of that report is to describe the scope of our testing of internal control over financial reportinger financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control overand compliance and the results of that testing, and not to provide an opinion on the internal and compliance and the results of that testing, and not to provide an opinion on the internal control overand compliance and the results of that testing, and not to provide an opinion on the internal control overcontrol over
financial reporting or on compliance. That report is an integral par of an audit performed in accordance withfinancial reporting or on compliance. That report is an integral par of an audit performed financial reporting or on compliance. That report is an integral par of an audit performed in accordance withfinancial reporting or on compliance. That report is an integral par of an audit performed in accordance within accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.Government Auditing Standards and should be considered in assessing the results of our audit.
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Our audits were conducted for the purpose of forming an opinon on the basic financial statements taken as aOur audits were conducted for the purpose of forming an opinon on the basic financial statemeOur audits were conducted for the purpose of forming an opinon on the basic financial statements taken as aOur audits were conducted for the purpose of forming an opinon on the basic financial statements taken as ants taken as a
whole. The accompanying supplemental information on pages i 4 to 16 is presented for purposes ofwhole. The accompanying supplemental information on pages i 4 to 16 is presented for purposes ofwhole. The accompanying supplemental information on pages i 4 to 16 is presented for purposes ofwhole. The accompanying supplemental information on pages i 4 to 16 is presented for purposes of
additional analysis and is not a required par of additional analysis and is not a required par of additional analysis and is not a required par of additional analysis and is not a required par of the basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. Thethe basic financial statements of C. E. Ware Towers, Inc. The

accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asaccompanying schedule of expenditures of federal awards is presented for purposes of additionaccompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asaccompanying schedule of expenditures of federal awards is presented for purposes of additional analysis asal analysis as
required by the U.S. Offce of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Offce of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Offce of Management and Budget Circular A-133, Audits of States, Localrequired by the U.S. Offce of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is also not a required par of Governments, and Non-Profit Organizations, and is also not a required par of Governments, and Non-Profit Organizations, and is also not a required par of Governments, and Non-Profit Organizations, and is also not a required par of 

the basic financial statements.the basic financial statements.the basic financial statements.the basic financial statements.

Such information has been subjected to the auditing procedures applied in the audits of the basic financialSuch information has been subjected to the auditing procedures applied in the audits of the bSuch information has been subjected to the auditing procedures applied in the audits of the basic financialSuch information has been subjected to the auditing procedures applied in the audits of the basic financialasic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financialstatements and, in our opinion, is fairly stated, in all material respects, in relation tostatements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financialstatements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial the basic financial
statements taen as a whole.statements taen as a whole.statements taen as a whole.statements taen as a whole.

f.ak rf r~f.ak rf r~f.ak rf r~f.ak rf r~
October 24, 2007October 24, 2007October 24, 2007October 24, 2007
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Lead Auditor and Independent AuditorLead Auditor and Independent AuditorLead Auditor and Independent AuditorLead Auditor and Independent Auditor

. ,. ,. ,. , June 30, 2006June 30, 2006June 30, 2006June 30, 2006

Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers,Information relating to the lead auditor and independent auditor involved in the audit of C.Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers,Information relating to the lead auditor and independent auditor involved in the audit of C. E. Ware Towers, E. Ware Towers,
Inc., A Non-Profit Corporation, Project Number 081-EE037 as of June 30, 2006 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE037 as of June 30, 2006 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE037 as of June 30, 2006 is as follows:Inc., A Non-Profit Corporation, Project Number 081-EE037 as of June 30, 2006 is as follows:

Independent AuditorIndependent AuditorIndependent AuditorIndependent Auditor

Name:Name:Name:Name:
Address:Address:Address:Address:

Telephone:Telephone:Telephone:Telephone:

Rowland a.l1d Carter, CPA's, PLLCRowland a.l1d Carter, CPA's, PLLCRowland a.l1d Carter, CPA's, PLLCRowland a.l1d Carter, CPA's, PLLC
7953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 1107953 Stage Hils Blvd., Suite 110
Memphis, TN 38133Memphis, TN 38133Memphis, TN 38133Memphis, TN 38133

(901) 432-3000(901) 432-3000(901) 432-3000(901) 432-3000

62-158708362-158708362-158708362-1587083Federal Employer No:Federal Employer No:Federal Employer No:Federal Employer No:

Lead AuditorLead AuditorLead AuditorLead Auditor

Name:Name:Name:Name: Michael H. Kaspar, CPAMichael H. Kaspar, CPAMichael H. Kaspar, CPAMichael H. Kaspar, CPA
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Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)Liabilties and Net Assets (Deficit)

Current Liabilities:Current Liabilities:Current Liabilities:Current Liabilities:
2111 Accounts payable - construction2111 Accounts payable - construction2111 Accounts payable - construction2111 Accounts payable - construction
2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities2190 Miscellaneous current liabilities

197,429197,429197,429197,429
8,4348,4348,4348,434

Total Current LiabilitiesTotal Current LiabilitiesTotal Current LiabilitiesTotal Current Liabilities205,863205,863205,863205,863

Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:Deposit and Prepayment Liabilities:
2191 Tenant deposits held in trust2191 Tenant deposits held in trust2191 Tenant deposits held in trust2191 Tenant deposits held in trust1,7031,7031,7031,703

Long-Term Liabilties:Long-Term Liabilties:Long-Term Liabilties:Long-Term Liabilties:
2320 Mortgage payable2320 Mortgage payable2320 Mortgage payable2320 Mortgage payable3,370,6003,370,6003,370,6003,370,600

Total LiabilitiesTotal LiabilitiesTotal LiabilitiesTotal Liabilities 3,578,1663,578,1663,578,1663,578,166

3131 Net Assets (Deficit) - Unrestricted3131 Net Assets (Deficit) - Unrestricted3131 Net Assets (Deficit) - Unrestricted3131 Net Assets (Deficit) - Unrestricted(35,194)(35,194)(35,194)(35,194)

Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)Total Liabilities and Net Assets (Deficit)3,542,9723,542,9723,542,9723,542,972
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C, E. Ware Towers, Inc,C, E. Ware Towers, Inc,C, E. Ware Towers, Inc,C, E. Ware Towers, Inc,
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of ActivitiesStatement of ActivitiesStatement of ActivitiesStatement of Activities

For the Period Februar 21,2006 to June 30, 2006For the Period Februar 21,2006 to June 30, 2006For the Period Februar 21,2006 to June 30, 2006For the Period Februar 21,2006 to June 30, 2006

Account Account Account Account No. No. No. No. 

REVENUESREVENUESREVENUESREVENUES
5120 Rent revenue - gross potential5120 Rent revenue - gross potential5120 Rent revenue - gross potential5120 Rent revenue - gross potential
5121 Tenant assistance payments5121 Tenant assistance payments5121 Tenant assistance payments5121 Tenant assistance payments

Total potential rent revenueTotal potential rent revenueTotal potential rent revenueTotal potential rent revenue

5220 Vacancies - aparents5220 Vacancies - aparents5220 Vacancies - aparents5220 Vacancies - aparents

Net rental revenueNet rental revenueNet rental revenueNet rental revenue

5910 Laundry and vending income5910 Laundry and vending income5910 Laundry and vending income5910 Laundry and vending income

Tota other revenueTota other revenueTota other revenueTota other revenue

Total revenueTotal revenueTotal revenueTotal revenue
EXPENSESEXPENSESEXPENSESEXPENSES

6203 Conventions and meetings6203 Conventions and meetings6203 Conventions and meetings6203 Conventions and meetings
6311 Office expenses6311 Office expenses6311 Office expenses6311 Office expenses
6320 Management fee6320 Management fee6320 Management fee6320 Management fee

Total administrative expenseTotal administrative expenseTotal administrative expenseTotal administrative expense

6450 Electricity6450 Electricity6450 Electricity6450 Electricity
6451 Water6451 Water6451 Water6451 Water

Total utilities expenseTotal utilities expenseTotal utilities expenseTotal utilities expense

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.

26,08026,08026,08026,080
38,82038,82038,82038,820

64,90064,90064,90064,900

25,98325,98325,98325,983

38,91738,91738,91738,917

1,2821,2821,2821,282

1,2821,2821,2821,282

40,19940,19940,19940,199

1,7561,7561,7561,756
4,5334,5334,5334,533
2,7272,7272,7272,727

9,0169,0169,0169,016

9,5289,5289,5289,528
355355355355

9,8839,8839,8839,883
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081~EE037Project Number 081~EE037Project Number 081~EE037Project Number 081~EE037

Statement of Activities (continued)Statement of Activities (continued)Statement of Activities (continued)Statement of Activities (continued)

For the Period February 21, 2006 to June 30,2006For the Period February 21, 2006 to June 30,2006For the Period February 21, 2006 to June 30,2006For the Period February 21, 2006 to June 30,2006

Account Account Account Account No.No.No.No.

6515 Supplies6515 Supplies6515 Supplies6515 Supplies
6520 Contracts6520 Contracts6520 Contracts6520 Contracts
6525 Garbage and trash removal6525 Garbage and trash removal6525 Garbage and trash removal6525 Garbage and trash removal
6530 Securty payroll I contract6530 Securty payroll I contract6530 Securty payroll I contract6530 Securty payroll I contract
6570 Vehicle and maintenance equipment operation & repair6570 Vehicle and maintenance equipment operation & repair6570 Vehicle and maintenance equipment operation & repair6570 Vehicle and maintenance equipment operation & repair

Total operating and maintenance expenseTotal operating and maintenance expenseTotal operating and maintenance expenseTotal operating and maintenance expense

6711 Payroll taxes6711 Payroll taxes6711 Payroll taxes6711 Payroll taxes

Total costs of operations before depreciationTotal costs of operations before depreciationTotal costs of operations before depreciationTotal costs of operations before depreciation

Change in net assets before depreciationChange in net assets before depreciationChange in net assets before depreciationChange in net assets before depreciation

6600 Depreciation expense6600 Depreciation expense6600 Depreciation expense6600 Depreciation expense

Change in net assets (deficit)Change in net assets (deficit)Change in net assets (deficit)Change in net assets (deficit)

Net Assets (Deficit) at Beginning of YearNet Assets (Deficit) at Beginning of YearNet Assets (Deficit) at Beginning of YearNet Assets (Deficit) at Beginning of Year

Net Assets (Deficit) at End of YearNet Assets (Deficit) at End of YearNet Assets (Deficit) at End of YearNet Assets (Deficit) at End of Year

See notes to financialstatements.See notes to financialstatements.See notes to financialstatements.See notes to financialstatements.

553553553553
7,0817,0817,0817,081
1,4451,4451,4451,445

14,63714,63714,63714,637
ioaioaioaioa

23,81623,81623,81623,816

1,3061,3061,3061,306

44,02144,02144,02144,021

(3,822)(3,822)(3,822)(3,822)

31,37231,37231,37231,372

(35,194)(35,194)(35,194)(35,194)

oooo

(35,194)(35,194)(35,194)(35,194)
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of Cash FlowsStatement of Cash FlowsStatement of Cash FlowsStatement of Cash Flows

For the Period February 21,2006 to June 30,2006For the Period February 21,2006 to June 30,2006For the Period February 21,2006 to June 30,2006For the Period February 21,2006 to June 30,2006

Operating ActivitiesOperating ActivitiesOperating ActivitiesOperating Activities
Rental incomeRental incomeRental incomeRental income
Miscellaneous incomeMiscellaneous incomeMiscellaneous incomeMiscellaneous income

AdministrativeAdministrativeAdministrativeAdministrative
Management feesManagement feesManagement feesManagement fees
UtiltiesUtiltiesUtiltiesUtilties
Salaries and wagesSalaries and wagesSalaries and wagesSalaries and wages
Operating and maintenanceOperating and maintenanceOperating and maintenanceOperating and maintenance
Miscellaneous taxes and insuranceMiscellaneous taxes and insuranceMiscellaneous taxes and insuranceMiscellaneous taxes and insurance

Net cash used in operating activitiesNet cash used in operating activitiesNet cash used in operating activitiesNet cash used in operating activities

Investing ActivitiesInvesting ActivitiesInvesting ActivitiesInvesting Activities
Acquistion of fixed assetsAcquistion of fixed assetsAcquistion of fixed assetsAcquistion of fixed assets

Net cash used in investing activitiesNet cash used in investing activitiesNet cash used in investing activitiesNet cash used in investing activities

Financing ActivitiesFinancing ActivitiesFinancing ActivitiesFinancing Activities
Mortgage proceedsMortgage proceedsMortgage proceedsMortgage proceeds
Repayment of advancesRepayment of advancesRepayment of advancesRepayment of advances

Net cash provided by financing activitiesNet cash provided by financing activitiesNet cash provided by financing activitiesNet cash provided by financing activities

Net increase in cash and cash equivalentsNet increase in cash and cash equivalentsNet increase in cash and cash equivalentsNet increase in cash and cash equivalents

Cash and cash equivalents at beginning of yearCash and cash equivalents at beginning of yearCash and cash equivalents at beginning of yearCash and cash equivalents at beginning of year

Cash and cash equivalents at end of yearCash and cash equivalents at end of yearCash and cash equivalents at end of yearCash and cash equivalents at end of year

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.

38,91738,91738,91738,917
1,2821,2821,2821,282

40,19940,19940,19940,199

(6,289)(6,289)(6,289)(6,289)
(2,727)(2,727)(2,727)(2,727)
(9,883)(9,883)(9,883)(9,883)

(12,077)(12,077)(12,077)(12,077)
(11,739)(11,739)(11,739)(11,739)

(1,306)(1,306)(1,306)(1,306)

(3,822)(3,822)(3,822)(3,822)

(340,850)(340,850)(340,850)(340,850)

(340,850)(340,850)(340,850)(340,850)

372,765372,765372,765372,765

(27,000)(27,000)(27,000)(27,000)

345,765345,765345,765345,765

1,0931,0931,0931,093

100100100100

1,1931,1931,1931,193

-8--8--8--8-



C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Statement of Statement of Statement of Statement of Cash Flows (continued)Cash Flows (continued)Cash Flows (continued)Cash Flows (continued)

For the Period February 21,2006 to June 30, 2006For the Period February 21,2006 to June 30, 2006For the Period February 21,2006 to June 30, 2006For the Period February 21,2006 to June 30, 2006

Cash Flows From Operating ActivitiesCash Flows From Operating ActivitiesCash Flows From Operating ActivitiesCash Flows From Operating Activities
Change in net assetsChange in net assetsChange in net assetsChange in net assets
Adjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assetsAdjustments to reconcile decrease in net assets

to net cash used in rental operating activities:to net cash used in rental operating activities:to net cash used in rental operating activities:to net cash used in rental operating activities:
DepreciationDepreciationDepreciationDepreciation
Decrease (increase) in:Decrease (increase) in:Decrease (increase) in:Decrease (increase) in:

Tenant security deposits - fundedTenant security deposits - fundedTenant security deposits - fundedTenant security deposits - funded
Increase (decrease) in:Increase (decrease) in:Increase (decrease) in:Increase (decrease) in:

Tenant security deposits - liabiltyTenant security deposits - liabiltyTenant security deposits - liabiltyTenant security deposits - liabilty

Net cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activitiesNet cash provided by operating activities

See notes to financial statements.See notes to financial statements.See notes to financial statements.See notes to financial statements.

(35,194)(35,194)(35,194)(35,194)

31,37231,37231,37231,372

(1,703)(1,703)(1,703)(1,703)

1,7031,7031,7031,703

(3,822)(3,822)(3,822)(3,822)
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Notes to Financial StatementsNotes to Financial StatementsNotes to Financial StatementsNotes to Financial Statements

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

1. Significant Accounting Policies1. Significant Accounting Policies1. Significant Accounting Policies1. Significant Accounting Policies

Organization and RegulationOrganization and RegulationOrganization and RegulationOrganization and Regulation

C. E. Ware Towers, Inc. (the Company) is a not-for-profit general welfare corporation organzed toC. E. Ware Towers, Inc. (the Company) is a not-for-profit general welfare corporation organzed toC. E. Ware Towers, Inc. (the Company) is a not-for-profit general welfare corporation organzed toC. E. Ware Towers, Inc. (the Company) is a not-for-profit general welfare corporation organzed to
construct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstruct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstruct and operate an apartent complex in Memphis, Tennessee. The complex, which consists ofconstruct and operate an apartent complex in Memphis, Tennessee. The complex, which consists of
56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised56 units, was organized under Section 202 of the National Housing Act and is subject to Revised
Section 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the ReplacementSection 8 Regulations in regard to the investment of tenant security deposits, and the Replacement
Reserves. This project does not generate Surlus Cash, only residual receipts. Such projects areReserves. This project does not generate Surlus Cash, only residual receipts. Such projects areReserves. This project does not generate Surlus Cash, only residual receipts. Such projects areReserves. This project does not generate Surlus Cash, only residual receipts. Such projects are
regulated by the United States Deparent of Housing and Urban Development (HUD) as to rentregulated by the United States Deparent of Housing and Urban Development (HUD) as to rentregulated by the United States Deparent of Housing and Urban Development (HUD) as to rentregulated by the United States Deparent of Housing and Urban Development (HUD) as to rent
charges and operating methods.charges and operating methods.charges and operating methods.charges and operating methods.

None of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all netNone of the Company's net assets are subject to donor-imposed restrictions. Accordingly, all net
assets are accounted for as unrestncted net assets under SF AS No. 1 i 7.assets are accounted for as unrestncted net assets under SF AS No. 1 i 7.assets are accounted for as unrestncted net assets under SF AS No. 1 i 7.assets are accounted for as unrestncted net assets under SF AS No. 1 i 7.

HUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (theHUD exercises control over the Company through provisions of a Regulatory Agreement (the
Agreement). The Agreement restrcts the Company, without prior written approval from HUD, fromAgreement). The Agreement restrcts the Company, without prior written approval from HUD, fromAgreement). The Agreement restrcts the Company, without prior written approval from HUD, fromAgreement). The Agreement restrcts the Company, without prior written approval from HUD, from
encumbering, acquiring, altering or disposing of land, buildings, or equipment; using the property forencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the propertyencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the property forencumbering, acquiring, altering or disposing of land, buildings, or equipment; using the property for for
any purpose other than the use originally intended; engaging in any other business or activity; andany purpose other than the use originally intended; engaging in any other business or activity; andany purpose other than the use originally intended; engaging in any other business or activity; andany purpose other than the use originally intended; engaging in any other business or activity; and
disbursing funds for payment of dividends, compensation to offcers or directors, or any purosedisbursing funds for payment of dividends, compensation to offcers or directors, or any purosedisbursing funds for payment of dividends, compensation to offcers or directors, or any purosedisbursing funds for payment of dividends, compensation to offcers or directors, or any purose
other than reasonable operating expenses. The Agreement also stipulates that BUD shall controlother than reasonable operating expenses. The Agreement also stipulates that BUD shall controlother than reasonable operating expenses. The Agreement also stipulates that BUD shall controlother than reasonable operating expenses. The Agreement also stipulates that BUD shall control
rental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreementrental rates, rates of return on investment, and the method of operation. In addition, the Agreement
requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.requires deposits on a monthly basis into reserve funds for replacement.

Under the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement ReserveUnder the Regulatory Agreement, the Company is required to set aside Replacement Reserve
deposits for the replacement of property and other project expenditues approved by HUD. HUD -deposits for the replacement of property and other project expenditues approved by HUD. HUD -deposits for the replacement of property and other project expenditues approved by HUD. HUD -deposits for the replacement of property and other project expenditues approved by HUD. HUD -
restricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operatingrestricted deposits, are held in separate accounts and generally are not available for operating
purposes.purposes.purposes.purposes.

Basis of Basis of Basis of Basis of PresentationPresentationPresentationPresentation

The organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activitiesThe organization is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarly restrcted net assets, andaccording to three classes of net assets: unrestricted net assets, temporarly restrcted net assetaccording to three classes of net assets: unrestricted net assets, temporarly restrcted net assets, andaccording to three classes of net assets: unrestricted net assets, temporarly restrcted net assets, ands, and
permanently restricted net assets. AU the net assets of permanently restricted net assets. AU the net assets of permanently restricted net assets. AU the net assets of permanently restricted net assets. AU the net assets of 

the organization are unestricted as of June 30,the organization are unestricted as of June 30,the organization are unestricted as of June 30,the organization are unestricted as of June 30,

2006. Furtermore, information is required to segregate program service expenses from support2006. Furtermore, information is required to segregate program service expenses from support2006. Furtermore, information is required to segregate program service expenses from support2006. Furtermore, information is required to segregate program service expenses from support

expenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, humanexpenses. Support expenses include cost for services such as public relations, accounting, human
resources, offce services and computer systems.resources, offce services and computer systems.resources, offce services and computer systems.resources, offce services and computer systems.
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued1. Significant Accounting Policies - continued

Cash EquivalentsCash EquivalentsCash EquivalentsCash Equivalents

The Project considers all highly liquid investments with a matuty of three months or less, whenThe Project considers all highly liquid investments with a matuty of three months or less, whenThe Project considers all highly liquid investments with a matuty of three months or less, whenThe Project considers all highly liquid investments with a matuty of three months or less, when
purchased, to be cash equivalents.purchased, to be cash equivalents.purchased, to be cash equivalents.purchased, to be cash equivalents.

Propert and EquipmentPropert and EquipmentPropert and EquipmentPropert and Equipment

The building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-lineThe building and other property are stated at cost. Depreciation is computed using the straight-line
method over the estimated useful method over the estimated useful method over the estimated useful method over the estimated useful lives of lives of lives of lives of the related assets as follows:the related assets as follows:the related assets as follows:the related assets as follows:

Buildings and building improvementsBuildings and building improvementsBuildings and building improvementsBuildings and building improvements
Office furniture and equipmentOffice furniture and equipmentOffice furniture and equipmentOffice furniture and equipment

40 years40 years40 years40 years
7 years7 years7 years7 years

Land is stated at cost.Land is stated at cost.Land is stated at cost.Land is stated at cost.

EstimatesEstimatesEstimatesEstimates

The preparation of financial statements in conformity with accounting principles generally acceptedThe preparation of financial statements in conformity with accounting principles generally acceptedThe preparation of financial statements in conformity with accounting principles generally acceptedThe preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affectin the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.the reported amounts of assets and liabilities and disclosures.

Income TaxesIncome TaxesIncome TaxesIncome Taxes

No provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since theNo provision or benefit for income taxes has been included in these financial statements since the
entity is exempt from Federal income taxes under Section SOl(c)(3) of entity is exempt from Federal income taxes under Section SOl(c)(3) of entity is exempt from Federal income taxes under Section SOl(c)(3) of entity is exempt from Federal income taxes under Section SOl(c)(3) of 

the Internal Revenue Code.the Internal Revenue Code.the Internal Revenue Code.the Internal Revenue Code.

Management FeeManagement FeeManagement FeeManagement Fee

Beth-Reach, Inc., the project's management agent, is paid a percentage (12.15%) of cash receipts as aBeth-Reach, Inc., the project's management agent, is paid a percentage (12.15%) of cash receipts asBeth-Reach, Inc., the project's management agent, is paid a percentage (12.15%) of cash receipts as aBeth-Reach, Inc., the project's management agent, is paid a percentage (12.15%) of cash receipts as a a
management fee.management fee.management fee.management fee.

Functional ExpensesFunctional ExpensesFunctional ExpensesFunctional Expenses

The costs of The costs of The costs of The costs of providing varous programs and other activities are sumarzed on a fuctional basis asproviding varous programs and other activities are sumarzed on a fuctional basis asproviding varous programs and other activities are sumarzed on a fuctional basis asproviding varous programs and other activities are sumarzed on a fuctional basis as
follows:follows:follows:follows:

Program ServicesProgram ServicesProgram ServicesProgram Services
HUD-assisted elderly housing projectHUD-assisted elderly housing projectHUD-assisted elderly housing projectHUD-assisted elderly housing project

Supporting ServicesSupporting ServicesSupporting ServicesSupporting Services
General and administrativeGeneral and administrativeGeneral and administrativeGeneral and administrative
Fund raisingFund raisingFund raisingFund raising

67,46867,46867,46867,468

7,9257,9257,9257,925

75.39375.39375.39375.393
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 08 i -EE037Project Number 08 i -EE037Project Number 08 i -EE037Project Number 08 i -EE037

Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

Functional Expenses (continued)Functional Expenses (continued)Functional Expenses (continued)Functional Expenses (continued)

General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:General and administrative consists of allocated costs as follows:

Management feesManagement feesManagement feesManagement fees
Office suppliesOffice suppliesOffice suppliesOffice supplies
Conventions and meetingsConventions and meetingsConventions and meetingsConventions and meetings

1,6361,6361,6361,636
4,5334,5334,5334,533
1,7561,7561,7561,756
7.9257.9257.9257.925

2, Mortgage Payable - Capital Advance Construction Note2, Mortgage Payable - Capital Advance Construction Note2, Mortgage Payable - Capital Advance Construction Note2, Mortgage Payable - Capital Advance Construction Note

The cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has aThe cost of the Company's project is financed by a capital advance construction note that has a
maximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 ismaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 ismaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 ismaximum fudable amount of $3,548,300. The total amount advanced as of June 30, 2006 is
$3,370,600. The note wil bear no interest and repayment wil not be required so long as the housing$3,370,600. The note wil bear no interest and repayment wil not be required so long as the housing$3,370,600. The note wil bear no interest and repayment wil not be required so long as the housing$3,370,600. The note wil bear no interest and repayment wil not be required so long as the housing
remains available for very low-income elderly persons. In the event of default, the entire principalremains available for very low-income elderly persons. In the event of default, the entire principalremains available for very low-income elderly persons. In the event of default, the entire principalremains available for very low-income elderly persons. In the event of default, the entire principal
amount shall at once become due and payable without notice. Interest per anum at a rate of 5.375%amount shall at once become due and payable without notice. Interest per anum at a rate of 5.375%amount shall at once become due and payable without notice. Interest per anum at a rate of 5.375%amount shall at once become due and payable without notice. Interest per anum at a rate of 5.375%
shall be payable on demand with respect to the payment of shall be payable on demand with respect to the payment of shall be payable on demand with respect to the payment of shall be payable on demand with respect to the payment of principal upon default.principal upon default.principal upon default.principal upon default.

The carring amount of The carring amount of The carring amount of The carring amount of the note payable approximates fair value as of June 30, 2006.the note payable approximates fair value as of June 30, 2006.the note payable approximates fair value as of June 30, 2006.the note payable approximates fair value as of June 30, 2006.

3. Accounts Payable - Construction3. Accounts Payable - Construction3. Accounts Payable - Construction3. Accounts Payable - Construction

The project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from theThe project incurred costs related to the construction of the building which are paid from the
proceeds of Capital Advance Program. The following are the costs unpaid as of June 30, 2006.proceeds of Capital Advance Program. The following are the costs unpaid as of June 30, 2006.proceeds of Capital Advance Program. The following are the costs unpaid as of June 30, 2006.proceeds of Capital Advance Program. The following are the costs unpaid as of June 30, 2006.
These costs were paid subsequent to June 30, 2006 from draws on the Capital Advance Program.These costs were paid subsequent to June 30, 2006 from draws on the Capital Advance Program.These costs were paid subsequent to June 30, 2006 from draws on the Capital Advance Program.These costs were paid subsequent to June 30, 2006 from draws on the Capital Advance Program.

Barett NaylorBarett NaylorBarett NaylorBarett Naylor

Rowland & Carer, CP As, PLLC - Cost cert. auditRowland & Carer, CP As, PLLC - Cost cert. auditRowland & Carer, CP As, PLLC - Cost cert. auditRowland & Carer, CP As, PLLC - Cost cert. audit
Little & Associates - Architect's supervisionLittle & Associates - Architect's supervisionLittle & Associates - Architect's supervisionLittle & Associates - Architect's supervision
Bett Shaw - ConsultantBett Shaw - ConsultantBett Shaw - ConsultantBett Shaw - Consultant

The Lowrance Law Firm - LegalThe Lowrance Law Firm - LegalThe Lowrance Law Firm - LegalThe Lowrance Law Firm - Legal
Sylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood Network
Memphis Light, Gas & Water- DepositMemphis Light, Gas & Water- DepositMemphis Light, Gas & Water- DepositMemphis Light, Gas & Water- Deposit

143,560143,560143,560143,560
6,0006,0006,0006,000

(2,797)(2,797)(2,797)(2,797)
25,79725,79725,79725,797
2,7502,7502,7502,750
5,0935,0935,0935,093

17,02617,02617,02617,026
197,429197,429197,429197,429

4. HU Restricted Deposits4. HU Restricted Deposits4. HU Restricted Deposits4. HU Restricted Deposits

Under the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement ofUnder the Regulatory Agreement, the Project is required to set aside amounts for the replacement of
property and other project expenditures approved by HUD. Use of these fuds is contingent uponproperty and other project expenditures approved by HUD. Use of these fuds is contingent uponproperty and other project expenditures approved by HUD. Use of these fuds is contingent uponproperty and other project expenditures approved by HUD. Use of these fuds is contingent upon
HUD's prior written approvaL. No Replacement Reserve deposits were made as of June 30, 2006.HUD's prior written approvaL. No Replacement Reserve deposits were made as of June 30, 2006.HUD's prior written approvaL. No Replacement Reserve deposits were made as of June 30, 2006.HUD's prior written approvaL. No Replacement Reserve deposits were made as of June 30, 2006.
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 08I-EE037Project Number 08I-EE037Project Number 08I-EE037Project Number 08I-EE037

Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)Notes to Financial Statements (continued)

5. Unrestricted Net Assets5. Unrestricted Net Assets5. Unrestricted Net Assets5. Unrestricted Net Assets

None of the Project's net assets are subject to donor-imposed restrictions. Accordingly, all net assetsNone of the Project's net assets are subject to donor-imposed restrictions. Accordingly, all net None of the Project's net assets are subject to donor-imposed restrictions. Accordingly, all net assetsNone of the Project's net assets are subject to donor-imposed restrictions. Accordingly, all net assetsassets
are accounted for as unrestricted net assets under SFAS No. 117.are accounted for as unrestricted net assets under SFAS No. 117.are accounted for as unrestricted net assets under SFAS No. 117.are accounted for as unrestricted net assets under SFAS No. 117.

6. Rental Income and Housing Assistance Payments6. Rental Income and Housing Assistance Payments6. Rental Income and Housing Assistance Payments6. Rental Income and Housing Assistance Payments

Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.Rental agreements are generally for one-year periods and are accounted for as operating leases.
Rental income is reported as earned over the term of the lease. The Company parcipates in aRental income is reported as earned over the term of the lease. The Company parcipates in aRental income is reported as earned over the term of the lease. The Company parcipates in aRental income is reported as earned over the term of the lease. The Company parcipates in a
Housing Assistance Payment program (Section 8) administered by the U.S. Deparent of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparent of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparent of HousingHousing Assistance Payment program (Section 8) administered by the U.S. Deparent of Housing
and Urban Development (RUD). The Company has an arumal contnbution contract with HUD, whichand Urban Development (RUD). The Company has an arumal contnbution contract with HUD, whichand Urban Development (RUD). The Company has an arumal contnbution contract with HUD, whichand Urban Development (RUD). The Company has an arumal contnbution contract with HUD, which
must be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid themust be renewed every five years. Under the terms of the contract, the Company is paid the
difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.difference between negotiated contract rent and the amount of rent paid by the tenants.

7. Related Part Transactions7. Related Part Transactions7. Related Part Transactions7. Related Part Transactions

The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth-The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth-The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth-The previous president of C.E. Ware Towers, Inc., Rev. C.E. Ware, was also president of Beth-
Reach, Inc., the project's management agent. Beth-Reach, Inc. was paid a percentage (12.15%) ofReach, Inc., the project's management agent. Beth-Reach, Inc. was paid a percentage (12.15%) ofReach, Inc., the project's management agent. Beth-Reach, Inc. was paid a percentage (12.15%) ofReach, Inc., the project's management agent. Beth-Reach, Inc. was paid a percentage (12.15%) of
cash receipts as a management fee. The fee paid to Beth-Reach, Inc., totaled $2,727. A new non-cash receipts as a management fee. The fee paid to Beth-Reach, Inc., totaled $2,727. A new non-cash receipts as a management fee. The fee paid to Beth-Reach, Inc., totaled $2,727. A new non-cash receipts as a management fee. The fee paid to Beth-Reach, Inc., totaled $2,727. A new non-
related management entity assumed management responsibilty on March 1, 2007.related management entity assumed management responsibilty on March 1, 2007.related management entity assumed management responsibilty on March 1, 2007.related management entity assumed management responsibilty on March 1, 2007.

8. Concentrations of Credit Risk8. Concentrations of Credit Risk8. Concentrations of Credit Risk8. Concentrations of Credit Risk

The Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash andThe Company's credit risks relate to cash and cash equivalents and accounts receivable. Cash and
cash equivalents are primarly held in ban accounts insured by the FDIC. The Project maintains cashcash equivalents are primarly held in ban accounts insured by the FDIC. The Project maintains cashcash equivalents are primarly held in ban accounts insured by the FDIC. The Project maintains cashcash equivalents are primarly held in ban accounts insured by the FDIC. The Project maintains cash

balances at bans located in Memphis, Tennessee. The balances are insured by the Federal Depositbalances at bans located in Memphis, Tennessee. The balances are insured by the Federal Depositbalances at bans located in Memphis, Tennessee. The balances are insured by the Federal Depositbalances at bans located in Memphis, Tennessee. The balances are insured by the Federal Deposit
Insurance Corporation up to $100,000. On June 30, 2006, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2006, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2006, the Project's cash balances were belowInsurance Corporation up to $100,000. On June 30, 2006, the Project's cash balances were below
$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United$100,000 in each banle Accounts receivable consists of amounts due from tenants and the United
States Deparment of Housing and Urban Development. The Company performs continual creditStates Deparment of Housing and Urban Development. The Company performs continual creditStates Deparment of Housing and Urban Development. The Company performs continual creditStates Deparment of Housing and Urban Development. The Company performs continual credit
evaluations of its tenants and does not consider an allowance for doubtfl accounts to be necessary.evaluations of its tenants and does not consider an allowance for doubtfl accounts to be necessary.evaluations of its tenants and does not consider an allowance for doubtfl accounts to be necessary.evaluations of its tenants and does not consider an allowance for doubtfl accounts to be necessary.

9. Current Vulnerabilty Due to Certain Concentrations9. Current Vulnerabilty Due to Certain Concentrations9. Current Vulnerabilty Due to Certain Concentrations9. Current Vulnerabilty Due to Certain Concentrations

The Corporation's sole asset is a 56-unit aparment complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparment complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparment complex. The Corporation's operations areThe Corporation's sole asset is a 56-unit aparment complex. The Corporation's operations are
concentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heaconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyconcentrated in the multifamily real estate market. In addition, the Corporation operates in a heavilyvily
regulated environment. The operations of regulated environment. The operations of regulated environment. The operations of regulated environment. The operations of the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,the Corporation are subject to the administrative directives,

rules and regulations of federal, state and local regulatory agencies, including, but not limited to,rules and regulations of federal, state and local regulatory agencies, including, but not limited trules and regulations of federal, state and local regulatory agencies, including, but not limited to,rules and regulations of federal, state and local regulatory agencies, including, but not limited to,o,
HUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act ofHUD. Such administrative directives, rules and regulations are subject to change by an act of
Congress or an administrative change mandated by HUD. Such changes may occur with little noticeCongress or an administrative change mandated by HUD. Such changes may occur with little noticeCongress or an administrative change mandated by HUD. Such changes may occur with little noticeCongress or an administrative change mandated by HUD. Such changes may occur with little notice
or inadequate funding to pay for the related cost, including the additional administrative burden, toor inadequate funding to pay for the related cost, including the additional administrative burden, or inadequate funding to pay for the related cost, including the additional administrative burden, toor inadequate funding to pay for the related cost, including the additional administrative burden, toto
comply with a change.comply with a change.comply with a change.comply with a change.
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Supporting Data Required By HUSupporting Data Required By HUSupporting Data Required By HUSupporting Data Required By HU

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

Reserve for ReplacementsReserve for ReplacementsReserve for ReplacementsReserve for Replacements

In accordance with the provision of the Regulatory Agreement, restrcted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restrcted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restrcted cash is to be deposited forIn accordance with the provision of the Regulatory Agreement, restrcted cash is to be deposited for
the use of replacement of property with the approval of HUD. The Regulatory Agreement stipulatesthe use of replacement of property with the approval of HUD. The Regulatory Agreement stipulatesthe use of replacement of property with the approval of HUD. The Regulatory Agreement stipulatesthe use of replacement of property with the approval of HUD. The Regulatory Agreement stipulates
that the monthly deposit is to be $1,132. No deposits were made as of June 30,2006.that the monthly deposit is to be $1,132. No deposits were made as of June 30,2006.that the monthly deposit is to be $1,132. No deposits were made as of June 30,2006.that the monthly deposit is to be $1,132. No deposits were made as of June 30,2006.

Residual ReceiptsResidual ReceiptsResidual ReceiptsResidual Receipts

NoneNoneNoneNone

Miscellaneous Current AssetsMiscellaneous Current AssetsMiscellaneous Current AssetsMiscellaneous Current Assets

Receivable due to the Construction accountReceivable due to the Construction accountReceivable due to the Construction accountReceivable due to the Construction account
Receivable due to the Replacement Reserve accoWltReceivable due to the Replacement Reserve accoWltReceivable due to the Replacement Reserve accoWltReceivable due to the Replacement Reserve accoWlt

1,7251,7251,7251,725

6,7096,7096,7096,709
8,4348,4348,4348,434

Miscellaneous Current LiabiltiesMiscellaneous Current LiabiltiesMiscellaneous Current LiabiltiesMiscellaneous Current Liabilties

Payable due to the Construction accountPayable due to the Construction accountPayable due to the Construction accountPayable due to the Construction account
Payable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve accountPayable due to the Repalacement Reserve account

1,7251,7251,7251,725
6,7096,7096,7096,709
8,4348,4348,4348,434
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)Supporting Data Required By HU (continued)

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

Computation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual ReceiptsComputation of Surplus Cash, Distributions and Residual Receipts

CashCashCashCash
Cash Cash Cash Cash (Accounts 1110, 1120, 1191, 1192)(Accounts 1110, 1120, 1191, 1192)(Accounts 1110, 1120, 1191, 1192)(Accounts 1110, 1120, 1191, 1192)
Tenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statementTenant subsidy vouchers due for the period covered by financial statement

Total CashTotal CashTotal CashTotal Cash

Current ObligationsCurrent ObligationsCurrent ObligationsCurrent Obligations

Accrued mortgage interest payableAccrued mortgage interest payableAccrued mortgage interest payableAccrued mortgage interest payable
Delinquent mortgage principle paymentsDelinquent mortgage principle paymentsDelinquent mortgage principle paymentsDelinquent mortgage principle payments
Delinquent deposits of reserve for replacementDelinquent deposits of reserve for replacementDelinquent deposits of reserve for replacementDelinquent deposits of reserve for replacement
Accounts payable (Due within 30 days)Accounts payable (Due within 30 days)Accounts payable (Due within 30 days)Accounts payable (Due within 30 days)
Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)Loans and notes payable (Due within 30 days)
Accrued expenses (not escrowed)Accrued expenses (not escrowed)Accrued expenses (not escrowed)Accrued expenses (not escrowed)
Prepaid rents (Account 2210)Prepaid rents (Account 2210)Prepaid rents (Account 2210)Prepaid rents (Account 2210)
Tenant security deposits liabilty (Account 2191)Tenant security deposits liabilty (Account 2191)Tenant security deposits liabilty (Account 2191)Tenant security deposits liabilty (Account 2191)
Other- Four (4) months of Other- Four (4) months of Other- Four (4) months of Other- Four (4) months of unpaid Replacement Reserve deposits ($1,132 X 4)unpaid Replacement Reserve deposits ($1,132 X 4)unpaid Replacement Reserve deposits ($1,132 X 4)unpaid Replacement Reserve deposits ($1,132 X 4)

Total Current ObligationsTotal Current ObligationsTotal Current ObligationsTotal Current Obligations

Surlus Cash (Deficiency)Surlus Cash (Deficiency)Surlus Cash (Deficiency)Surlus Cash (Deficiency)

2,8962,8962,8962,896

2,8962,8962,8962,896

8,4348,4348,4348,434

1,7031,7031,7031,703
4,5284,5284,5284,528

14,66514,66514,66514,665

(11,769)(11,769)(11,769)(11,769)
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C. E, Ware Towers, Inc,C. E, Ware Towers, Inc,C. E, Ware Towers, Inc,C. E, Ware Towers, Inc,
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Supporting Data Required By HO (continued)Supporting Data Required By HO (continued)Supporting Data Required By HO (continued)Supporting Data Required By HO (continued)

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

Changes in Property and EquipmentChanges in Property and EquipmentChanges in Property and EquipmentChanges in Property and Equipment

AssetsAssetsAssetsAssets Accumulated DepreciationAccumulated DepreciationAccumulated DepreciationAccumulated Depreciation

Net BookNet BookNet BookNet Book

BalanceBalanceBalanceBalanceAdditionsAdditionsAdditionsAdditionsBalanceBalanceBalanceBalanceBalanceBalanceBalanceBalanceDeprecí.Deprecí.Deprecí.Deprecí.BalanceBalanceBalanceBalanceValueValueValueValue

Feb. 21, '06Feb. 21, '06Feb. 21, '06Feb. 21, '06(Disposals)(Disposals)(Disposals)(Disposals)Jun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06Feb. it, '06Feb. it, '06Feb. it, '06Feb. it, '06atianatianatianatianJun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06Jun. 30, '06

1410 Land1410 Land1410 Land1410 Land75,00075,00075,00075,000 75,00075,00075,00075,000 0000 75.00075.00075.00075.000

1420 Buildings1420 Buildings1420 Buildings1420 Buildings3,450,6393,450,6393,450,6393,450,6393.450,6393.450,6393.450,6393.450,639 28.75528.75528.75528.75528,75528,75528,75528,7553.421,8843.421,8843.421,8843.421,884

1465 Offce furniture &1465 Offce furniture &1465 Offce furniture &1465 Offce furniture &

equipmentequipmentequipmentequipment18,31518,31518,31518,315 18,31518,31518,31518,315 2,6172,6172,6172,6172.6172.6172.6172.61715,69815,69815,69815,698

3,543,9543,543,9543,543,9543,543,9540000 3,543,9543,543,9543,543,9543,543,9540000 31,37231,37231,37231,37231,37231,37231,37231,3723,512,5823,512,5823,512,5823,512,582
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C. E. Ware Towers, Inc,C. E. Ware Towers, Inc,C. E. Ware Towers, Inc,C. E. Ware Towers, Inc,
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Expenditures of Expenditures of Expenditures of Expenditures of Federal AwardsFederal AwardsFederal AwardsFederal Awards

For the Period February 21, 2006 to June 30, 2006For the Period February 21, 2006 to June 30, 2006For the Period February 21, 2006 to June 30, 2006For the Period February 21, 2006 to June 30, 2006

Federal GrantorlPass-throughFederal GrantorlPass-throughFederal GrantorlPass-throughFederal GrantorlPass-through
Grantor/Program TitleGrantor/Program TitleGrantor/Program TitleGrantor/Program Title

U.S. Departent of U.S. Departent of U.S. Departent of U.S. Departent of Housing and Urban DevelopmentHousing and Urban DevelopmentHousing and Urban DevelopmentHousing and Urban Development
Section 202 Direct LoanSection 202 Direct LoanSection 202 Direct LoanSection 202 Direct Loan
SectIon 8 Housing Assistance ProgramsSectIon 8 Housing Assistance ProgramsSectIon 8 Housing Assistance ProgramsSectIon 8 Housing Assistance Programs

FederalFederalFederalFederal
CFDACFDACFDACFDA

NumberNumberNumberNumber
FederalFederalFederalFederal

ExpendituresExpendituresExpendituresExpenditures

14.15714.15714.15714.157
14.85614.85614.85614.856

3,370,6003,370,6003,370,6003,370,600
oooo

3.370,6003.370,6003.370,6003.370,600

Note: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basisNote: The accompanying schedule of expenditures of federal awards is prepared on the accrual basis
of accounting.of accounting.of accounting.of accounting.
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A. ROWLAND & CARTER, PLLCA. ROWLAND & CARTER, PLLCA. ROWLAND & CARTER, PLLCA. ROWLAND & CARTER, PLLC

'V CERTIFIED PUBLIC ACCOUNTANTS'V CERTIFIED PUBLIC ACCOUNTANTS'V CERTIFIED PUBLIC ACCOUNTANTS'V CERTIFIED PUBLIC ACCOUNTANTS
TOM ROWLD BEN J. CARR MICH H. KAPARTOM ROWLD BEN J. CARR MICH H. KAPARTOM ROWLD BEN J. CARR MICH H. KAPARTOM ROWLD BEN J. CARR MICH H. KAPAR
Report on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial ReportingReport on Compliance and on Internal Control Over Financial Reporting

Based on an Audit of Financial StatementsBased on an Audit of Financial StatementsBased on an Audit of Financial StatementsBased on an Audit of Financial Statements
Performed in Accordance with Government Auditng StandardsPerformed in Accordance with Government Auditng StandardsPerformed in Accordance with Government Auditng StandardsPerformed in Accordance with Government Auditng Standards

'~S3 Stage Hils Blvd., . Suite 110 . Memphis, Tennessee 38133'~S3 Stage Hils Blvd., . Suite 110 . Memphis, Tennessee 38133'~S3 Stage Hils Blvd., . Suite 110 . Memphis, Tennessee 38133'~S3 Stage Hils Blvd., . Suite 110 . Memphis, Tennessee 38133
1901) 432.-3000 . Fax (901) 432.-30011901) 432.-3000 . Fax (901) 432.-30011901) 432.-3000 . Fax (901) 432.-30011901) 432.-3000 . Fax (901) 432.-3001

ww.rowlandandcarer.comww.rowlandandcarer.comww.rowlandandcarer.comww.rowlandandcarer.com
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Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of To the Board of To the Board of To the Board of Directors and OfficersDirectors and OfficersDirectors and OfficersDirectors and Officers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

We have audited the financial statements of C. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements of C. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements of C. E. Ware Towers, Inc., HUD Project No. 081-EE037,We have audited the financial statements of C. E. Ware Towers, Inc., HUD Project No. 081-EE037,
as of and for the period Februar 21,2006 to June 30,2006, and have issued our report thereon datedas of and for the period Februar 21,2006 to June 30,2006, and have issued our report thereon datedas of and for the period Februar 21,2006 to June 30,2006, and have issued our report thereon datedas of and for the period Februar 21,2006 to June 30,2006, and have issued our report thereon dated
October 24,2007. We conducted our audit in accordance with auditing standards generally acceptedOctober 24,2007. We conducted our audit in accordance with auditing standards generally acceptedOctober 24,2007. We conducted our audit in accordance with auditing standards generally acceptedOctober 24,2007. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained inin the United States of America and the standards applicable to financial audits contained inin the United States of America and the standards applicable to financial audits contained inin the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of Government Auditing Standards, issued by the Comptroller General of Government Auditing Standards, issued by the Comptroller General of Government Auditing Standards, issued by the Comptroller General of 

the United States.the United States.the United States.the United States.

litemal Control Over Financial Reportinglitemal Control Over Financial Reportinglitemal Control Over Financial Reportinglitemal Control Over Financial Reporting

In planng and performing our audit, we considëi'ed C. E. Ware Towers, Inc. 's, internal control overIn planng and performing our audit, we considëi'ed C. E. Ware Towers, Inc. 's, internal control overIn planng and performing our audit, we considëi'ed C. E. Ware Towers, Inc. 's, internal control overIn planng and performing our audit, we considëi'ed C. E. Ware Towers, Inc. 's, internal control over
financial reporting in order to determine our auditing procedures for the purose of expressing ourfinancial reporting in order to determine our auditing procedures for the purose of expressing ourfinancial reporting in order to determine our auditing procedures for the purose of expressing ourfinancial reporting in order to determine our auditing procedures for the purose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control overopinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would notfinancial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weakesses. A materialnecessarily disclose all matters in the internal control that might be material weakesses. A materinecessarily disclose all matters in the internal control that might be material weakesses. A materialnecessarily disclose all matters in the internal control that might be material weakesses. A materialal
weakness is a reportable condition in which the design or operation of one or more of the internalweakness is a reportable condition in which the design or operation of one or more of the internalweakness is a reportable condition in which the design or operation of one or more of the internalweakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused bycontrol components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being auditederror or fraud in amounts that would be material in relation to the financial statements being auderror or fraud in amounts that would be material in relation to the financial statements being auditederror or fraud in amounts that would be material in relation to the financial statements being auditedited
may occur and not be detected within a timely period by employees in the normal course ofmay occur and not be detected within a timely period by employees in the normal course ofmay occur and not be detected within a timely period by employees in the normal course ofmay occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financialperforming their assigned functions. We noted no matters involving the internal control over finanperforming their assigned functions. We noted no matters involving the internal control over financialperforming their assigned functions. We noted no matters involving the internal control over financialcial
reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.reporting and its operation that we consider to be material weakesses.

Compliance and Other MattersCompliance and Other MattersCompliance and Other MattersCompliance and Other Matters

As par of obtaining reasonable assurance about whether C. E. Ware Towers, Inco's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inco's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inco's, financialAs par of obtaining reasonable assurance about whether C. E. Ware Towers, Inco's, financial
statements are free of material misstatement,. we performed tests of its compliance with certainstatements are free of material misstatement,. we performed tests of its compliance with certainstatements are free of material misstatement,. we performed tests of its compliance with certainstatements are free of material misstatement,. we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which couldprovisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and. material effect on the detemiination of financia1 statement amounts. However,have a direct and. material effect on the detemiination of financia1 statement amounts. However,have a direct and. material effect on the detemiination of financia1 statement amounts. However,have a direct and. material effect on the detemiination of financia1 statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,providing an opinion on compliance with those provisions was not an objective of our audit and,providing an opinion on compliance with those provisions was not an objective of our audit and,providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance ofaccordingly, we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditngnoncompliance or other matters that are required to be reported under Government Auditng
Standards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and QuestionedStandards and which are described in the accompanying Schedules of Findings and Questioned

Costs as item 06-1.Costs as item 06-1.Costs as item 06-1.Costs as item 06-1.

This report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directThis report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directors,ors,
management, others within the organization, the Department of management, others within the organization, the Department of management, others within the organization, the Department of management, others within the organization, the Department of 

Housing and Urban Development andHousing and Urban Development andHousing and Urban Development andHousing and Urban Development and

federal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified paries.by anyone other than these specified paries.by anyone other than these specified paries.by anyone other than these specified paries.I?~rJ(~I?~rJ(~I?~rJ(~I?~rJ(~October 24,2007 -18-October 24,2007 -18-October 24,2007 -18-October 24,2007 -18-
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Report on Compliance withReport on Compliance withReport on Compliance withReport on Compliance with
Requirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on InternalRequirements Applicable to Each Major Program and on Internal

Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133Control Over Compliance In Accordance with OMB Circular A-133

Independent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's ReportIndependent Auditor's Report

To the Board of To the Board of To the Board of To the Board of Directors and OfficersDirectors and OfficersDirectors and OfficersDirectors and Officers
C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.

ComplianceComplianceComplianceCompliance

We have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of complianceWe have audited the compliance of C. E. Ware Towers, Inc. with the types of compliance
requirements described in the US. Offce of Management and Budget (OMB) Circular A-133requirements described in the US. Offce of Management and Budget (OMB) Circular A-133requirements described in the US. Offce of Management and Budget (OMB) Circular A-133requirements described in the US. Offce of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to its major federal program for the period Februar 21,Compliance Supplement that are applicable to its major federal program for the period Februar 21,Compliance Supplement that are applicable to its major federal program for the period Februar 21,Compliance Supplement that are applicable to its major federal program for the period Februar 21,
2006 to June 30, 2006. C. E. Ware Towers, InC.'s major federal program is identified in the summar2006 to June 30, 2006. C. E. Ware Towers, InC.'s major federal program is identified in the summar2006 to June 30, 2006. C. E. Ware Towers, InC.'s major federal program is identified in the summar2006 to June 30, 2006. C. E. Ware Towers, InC.'s major federal program is identified in the summar
of auditor's results section of the accompanying schedule of findings and questioned costs.of auditor's results section of the accompanying schedule of findings and questioned costs.of auditor's results section of the accompanying schedule of findings and questioned costs.of auditor's results section of the accompanying schedule of findings and questioned costs.

Compliance with the requirements of laws, regulations, contracts and grts applicable to its majorCompliance with the requirements of laws, regulations, contracts and grts applicable to its majorCompliance with the requirements of laws, regulations, contracts and grts applicable to its majorCompliance with the requirements of laws, regulations, contracts and grts applicable to its major

federal program is the responsibility of C. E. Ware Towers, Inc.'s management. Our responsibility isfederal program is the responsibility of C. E. Ware Towers, Inc.'s management. Our responsibility isfederal program is the responsibility of C. E. Ware Towers, Inc.'s management. Our responsibility isfederal program is the responsibility of C. E. Ware Towers, Inc.'s management. Our responsibility is
to express an opinion on C. E. Ware Towers,lnc.'s compliance based on our audit.to express an opinion on C. E. Ware Towers,lnc.'s compliance based on our audit.to express an opinion on C. E. Ware Towers,lnc.'s compliance based on our audit.to express an opinion on C. E. Ware Towers,lnc.'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted inWe conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Governmentthe United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB-
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance aboutCircular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could havewhether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal progran1 occured. An audit includes examining, on aa direct and material effect on a major federal progran1 occured. An audit includes examining, on aa direct and material effect on a major federal progran1 occured. An audit includes examining, on aa direct and material effect on a major federal progran1 occured. An audit includes examining, on a
test basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements andtest basis, evidence about C. E. Ware Towers, Inc.'s compliance with those requirements and
performing such other procedures as we considered necessar in the circumstances. We believe thatperforming such other procedures as we considered necessar in the circumstances. We believe thatperforming such other procedures as we considered necessar in the circumstances. We believe thatperforming such other procedures as we considered necessar in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legalour audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.determination on C. E. Ware Towers, Inc.'s compliance with those requirements.

In our opinion, C. E. Ware Towers, Inc. complied, in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied, in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied, in all material respects, with the requirementsIn our opinion, C. E. Ware Towers, Inc. complied, in all material respects, with the requirements
referred to above that are applicable to its major federal program for the period February 21, 2006 toreferred to above that are applicable to its major federal program for the period February 21, 200referred to above that are applicable to its major federal program for the period February 21, 2006 toreferred to above that are applicable to its major federal program for the period February 21, 2006 to6 to
June 30, 2006. However, the results of our auditing procedures disclosed an instance ofJune 30, 2006. However, the results of our auditing procedures disclosed an instance ofJune 30, 2006. However, the results of our auditing procedures disclosed an instance ofJune 30, 2006. However, the results of our auditing procedures disclosed an instance of
noncompliance with these requirements, which are required to be reported in accordance with OMBnoncompliance with these requirements, which are required to be reported in accordance with OMBnoncompliance with these requirements, which are required to be reported in accordance with OMBnoncompliance with these requirements, which are required to be reported in accordance with OMB
Circular A-133 and which are described in the accompanying Schedule of Findings and QuestionedCircular A-133 and which are described in the accompanying Schedule of Findings and QuestionedCircular A-133 and which are described in the accompanying Schedule of Findings and QuestionedCircular A-133 and which are described in the accompanying Schedule of Findings and Questioned
Costs as item 06- i .Costs as item 06- i .Costs as item 06- i .Costs as item 06- i .
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Internal Control Over ComplianceInternal Control Over ComplianceInternal Control Over ComplianceInternal Control Over Compliance

The management of C. E. Ware Towers, Inc.. is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc.. is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc.. is responsible for establishing and maintainingThe management of C. E. Ware Towers, Inc.. is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts andeffective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planing and performing our audit, we considered C. E.grants applicable to federal programs. In planing and performing our audit, we considered C. E.grants applicable to federal programs. In planing and performing our audit, we considered C. E.grants applicable to federal programs. In planing and performing our audit, we considered C. E.
Ware Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct andWare Towers, Inc., internal control over compliance with requirements that could have a direct and
material effect on a major federal progr (internal control) as a basis for designing our auditingmaterial effect on a major federal progr (internal control) as a basis for designing our auditingmaterial effect on a major federal progr (internal control) as a basis for designing our auditingmaterial effect on a major federal progr (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internalprocedures for the purpose of expressing our opinion on compliance and to test and report on internprocedures for the purpose of expressing our opinion on compliance and to test and report on internalprocedures for the purpose of expressing our opinion on compliance and to test and report on internalal
control in accordance with OMB Circular A-133, but not for the purose of expressing an opinion oncontrol in accordance with OMB Circular A-133, but not for the purose of expressing an opinion oncontrol in accordance with OMB Circular A-133, but not for the purose of expressing an opinion oncontrol in accordance with OMB Circular A-133, but not for the purose of expressing an opinion on
the effectiveness of the Organization's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organization's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organization's internal control. Accordingly, we do not express an opinionthe effectiveness of the Organization's internal control. Accordingly, we do not express an opinion
on the effectiveness of on the effectiveness of on the effectiveness of on the effectiveness of the Organization's internal control.the Organization's internal control.the Organization's internal control.the Organization's internal control.

A control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management orA control deficiency exists when the design or operation of a control does not allow management or
employees within a timely period, in the normal course of pedonning their assigned functions, toemployees within a timely period, in the normal course of pedonning their assigned functions, toemployees within a timely period, in the normal course of pedonning their assigned functions, toemployees within a timely period, in the normal course of pedonning their assigned functions, to
prevent or detect noncompliance with applicable requirements of laws, regulations. contracts andprevent or detect noncompliance with applicable requirements of laws, regulations. contracts andprevent or detect noncompliance with applicable requirements of laws, regulations. contracts andprevent or detect noncompliance with applicable requirements of laws, regulations. contracts and
grants that would have a direct and material effect on a major federal program. A signficantgrants that would have a direct and material effect on a major federal program. A signficantgrants that would have a direct and material effect on a major federal program. A signficantgrants that would have a direct and material effect on a major federal program. A signficant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects thedeficiency is a control deficiency, or combination of control deficiencies, that adversely affectsdeficiency is a control deficiency, or combination of control deficiencies, that adversely affects thedeficiency is a control deficiency, or combination of control deficiencies, that adversely affects the the
Organization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicableOrganization's abilty to administer a major federal program in accordance with applicable

requirements of laws, regulations, contracts and grants such that there is more than a remoterequirements of laws, regulations, contracts and grants such that there is more than a remoterequirements of laws, regulations, contracts and grants such that there is more than a remoterequirements of laws, regulations, contracts and grants such that there is more than a remote
likelihood that the Organzation's noncompliance that is more than inconsequential wil not belikelihood that the Organzation's noncompliance that is more than inconsequential wil not belikelihood that the Organzation's noncompliance that is more than inconsequential wil not belikelihood that the Organzation's noncompliance that is more than inconsequential wil not be
prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.prevented or detected by the Organization's internal control.

A material weakess is a significant deficiency, or combination of significant deficiencies that resultsA material weakess is a significant deficiency, or combination of significant deficiencies that rA material weakess is a significant deficiency, or combination of significant deficiencies that resultsA material weakess is a significant deficiency, or combination of significant deficiencies that resultsesults
in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,in more than a remote likelihood that material noncompliance with applicable requirements of laws,
regulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented orregulations, contracts and grants in relation to a major federal program will not be prevented or
detected by the Organzation's internal control.detected by the Organzation's internal control.detected by the Organzation's internal control.detected by the Organzation's internal control.

Our consideration of internal control was for the limited purpose described in the fourh paragraphOur consideration of internal control was for the limited purpose described in the fourh paragraphOur consideration of internal control was for the limited purpose described in the fourh paragraphOur consideration of internal control was for the limited purpose described in the fourh paragraph
and would not necessarily identify all deficiencies in internal control that might be significantand would not necessarily identify all deficiencies in internal control that might be significantand would not necessarily identify all deficiencies in internal control that might be significantand would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control that wedeficiencies or material weaknesses. We did not identify any deficiencies in internal control that deficiencies or material weaknesses. We did not identify any deficiencies in internal control that wedeficiencies or material weaknesses. We did not identify any deficiencies in internal control that wewe
consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.consider to be material weakesses, as defined above.

This report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directThis report is intended solely for the information and use of the audit committee, board of directors,This report is intended solely for the information and use of the audit committee, board of directors,ors,
management, others within the organization, the Department of Housing and Urban Development andmanagement, others within the organization, the Department of Housing and Urban Development andmanagement, others within the organization, the Department of Housing and Urban Development andmanagement, others within the organization, the Department of Housing and Urban Development and
federal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be usedfederal awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified pariesby anyone other than these specified pariesby anyone other than these specified pariesby anyone other than these specified paries

l~d-C~l~d-C~l~d-C~l~d-C~
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C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.C, E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Findings and Questioned CostsFindings and Questioned CostsFindings and Questioned CostsFindings and Questioned Costs

For For For For the Period February 21, 2006 to June 30, 2006the Period February 21, 2006 to June 30, 2006the Period February 21, 2006 to June 30, 2006the Period February 21, 2006 to June 30, 2006

Part I - Summary of Auditor's ResultsPart I - Summary of Auditor's ResultsPart I - Summary of Auditor's ResultsPart I - Summary of Auditor's Results

i. The auditor's report expresses an unqualified opinion on the financial statements of C. E.i. The auditor's report expresses an unqualified opinion on the financial statements of C. E.i. The auditor's report expresses an unqualified opinion on the financial statements of C. E.i. The auditor's report expresses an unqualified opinion on the financial statements of C. E.

Ware Towers, Inc.Ware Towers, Inc.Ware Towers, Inc.Ware Towers, Inc.

2. No material weakesses were identified during the audit of 2. No material weakesses were identified during the audit of 2. No material weakesses were identified during the audit of 2. No material weakesses were identified during the audit of the financial statements.the financial statements.the financial statements.the financial statements.

3. An instance of 3. An instance of 3. An instance of 3. An instance of noncompliance material to the financial statements ofC. E. Ware Towers,noncompliance material to the financial statements ofC. E. Ware Towers,noncompliance material to the financial statements ofC. E. Ware Towers,noncompliance material to the financial statements ofC. E. Ware Towers,
Inc. was disclosed during the audit.Inc. was disclosed during the audit.Inc. was disclosed during the audit.Inc. was disclosed during the audit.

4. No material weakesses were identified during the audit of the major federal award4. No material weakesses were identified during the audit of the major federal award4. No material weakesses were identified during the audit of the major federal award4. No material weakesses were identified during the audit of the major federal award
programs.programs.programs.programs.

5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware5. The auditor's report on compliance for the major federal award programs for C. E. Ware

Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.Towers, Inc. expresses an unqualified opinion.

6. Audit findings that are required to be reported in accordance with Section 510 (a) of OMB6. Audit findings that are required to be reported in accordance with Section 510 (a) of OMB6. Audit findings that are required to be reported in accordance with Section 510 (a) of OMB6. Audit findings that are required to be reported in accordance with Section 510 (a) of OMB

Circular A-B3 are reported in this Schedule.Circular A-B3 are reported in this Schedule.Circular A-B3 are reported in this Schedule.Circular A-B3 are reported in this Schedule.

7. The programs tested as major programs included:7. The programs tested as major programs included:7. The programs tested as major programs included:7. The programs tested as major programs included:

Name of Name of Name of Name of Federal ProgramFederal ProgramFederal ProgramFederal Program
Section 202 Direct LoanSection 202 Direct LoanSection 202 Direct LoanSection 202 Direct Loan

CFDANumberCFDANumberCFDANumberCFDANumber
14.15714.15714.15714.157

8. . The threshold for distinguishing Types A and B programs was $500,000.8. . The threshold for distinguishing Types A and B programs was $500,000.8. . The threshold for distinguishing Types A and B programs was $500,000.8. . The threshold for distinguishing Types A and B programs was $500,000.

9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.9. C. E. Ware Towers, Inc. does not qualify as a low-risk auditee.

Part II - Findings - Financial Statements AuditPart II - Findings - Financial Statements AuditPart II - Findings - Financial Statements AuditPart II - Findings - Financial Statements Audit

NoneNoneNoneNone
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C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.C. E. Ware Towers, Inc.
Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Schedule of Schedule of Schedule of Schedule of Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)Findings and Questioned Costs (Continued)

For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006For the Period Februar 21, 2006 to June 30, 2006

Part III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs AuditPart III - Findings and Questioned Costs - Major Federal Award Programs Audit

Finding - 06-1: Replacement Reserve DepositsFinding - 06-1: Replacement Reserve DepositsFinding - 06-1: Replacement Reserve DepositsFinding - 06-1: Replacement Reserve Deposits

1. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.1571. Program - Section 202 Direct Loan, CFDA 14.157

2. Population size2. Population size2. Population size2. Population size
Number: 4Number: 4Number: 4Number: 4

Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528

3. Items Tested3. Items Tested3. Items Tested3. Items Tested
Number: 4Number: 4Number: 4Number: 4

Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528

4. Items not in compliance4. Items not in compliance4. Items not in compliance4. Items not in compliance
Number: 4Number: 4Number: 4Number: 4

Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528Dollar amount: $4,528

5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement5. Condition - The owner failed to make the required monthly deposits to the Replacement

Reserve account.Reserve account.Reserve account.Reserve account.

6. Effect .: Funds were not available for the replacement of propert and project6. Effect .: Funds were not available for the replacement of propert and project6. Effect .: Funds were not available for the replacement of propert and project6. Effect .: Funds were not available for the replacement of propert and project

improvements.improvements.improvements.improvements.

7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to7. Cause - Procedures in place to ensure that the required deposits are made each month to

the Replacement Reserve account were not allowed.the Replacement Reserve account were not allowed.the Replacement Reserve account were not allowed.the Replacement Reserve account were not allowed.

8. Recommendation - The responsible accounting staf should be reminded of the procedures8. Recommendation - The responsible accounting staf should be reminded of the procedures8. Recommendation - The responsible accounting staf should be reminded of the procedures8. Recommendation - The responsible accounting staf should be reminded of the procedures
in place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve accountin place to ensure that deposits are made each month to the Replacement Reserve account
for propert replacements.for propert replacements.for propert replacements.for propert replacements.

9. Comment - Management agrees with the finding and the accounting sta has been9. Comment - Management agrees with the finding and the accounting sta has been9. Comment - Management agrees with the finding and the accounting sta has been9. Comment - Management agrees with the finding and the accounting sta has been
reminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to thereminded of the importance of ensuring that deposits are made on a monthly basis to the
Replacement Reserve account.Replacement Reserve account.Replacement Reserve account.Replacement Reserve account.
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c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.c. E. Ware Towers, Inc.

Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Certification oflroject OwnerCertification oflroject OwnerCertification oflroject OwnerCertification oflroject Owner

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

. , We hereby certify that we have examined the accompanying financial statements and supplemental. , We hereby certify that we have examined the accompanying financial statements and supplemental. , We hereby certify that we have examined the accompanying financial statements and supplemental. , We hereby certify that we have examined the accompanying financial statements and supplemental

data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138data of C. E. Ware Towers, Inc., 2171 Judicial Drive, Suite 200, Germantown, Tennessee 38138
(901) 759-1855, Employer Identification Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer Identification Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer Identification Number 30-0134249 and, to the best of our knowledge and(901) 759-1855, Employer Identification Number 30-0134249 and, to the best of our knowledge and
belief, the same is complete and accurate.belief, the same is complete and accurate.belief, the same is complete and accurate.belief, the same is complete and accurate.

If"Ji~vJ ~If"Ji~vJ ~If"Ji~vJ ~If"Ji~vJ ~
f~r ¡jf~r ¡jf~r ¡jf~r ¡j

~~~~~~~~
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Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037Project Number 081-EE037

Management Agent CertificationManagement Agent CertificationManagement Agent CertificationManagement Agent Certification

June 30, 2006June 30, 2006June 30, 2006June 30, 2006

We hereby certify that we have examined the accompanying financial statements and supplementaWe hereby certify that we have examined the accompanying financial statements and supplementaWe hereby certify that we have examined the accompanying financial statements and supplementaWe hereby certify that we have examined the accompanying financial statements and supplementa
data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,data of C. E. Ware Towers, Inc., Memphis, Tennessee, and to the best of our knowledge and belief,
the same is complete and accurate.the same is complete and accurate.the same is complete and accurate.the same is complete and accurate.

Beth-Reach, Inc. 62-1792643Beth-Reach, Inc. 62-1792643Beth-Reach, Inc. 62-1792643Beth-Reach, Inc. 62-1792643
Management AgentManagement AgentManagement AgentManagement Agent
1663 Alcy Road1663 Alcy Road1663 Alcy Road1663 Alcy Road
Memphis, TN 38114Memphis, TN 38114Memphis, TN 38114Memphis, TN 38114
(901) 942-1878(901) 942-1878(901) 942-1878(901) 942-1878~J,~~J,~~J,~~J,~
£íJj~£íJj~£íJj~£íJj~
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Report of Independent AuditorsReport of Independent AuditorsReport of Independent AuditorsReport of Independent Auditors

The Board of DirectorsThe Board of DirectorsThe Board of DirectorsThe Board of Directors
C. E. Ware TowersC. E. Ware TowersC. E. Ware TowersC. E. Ware Towers

We have audited the Mortgagor;s Certficate of Actual Cost (Form HUD-92330) throughWe have audited the Mortgagor;s Certficate of Actual Cost (Form HUD-92330) throughWe have audited the Mortgagor;s Certficate of Actual Cost (Form HUD-92330) throughWe have audited the Mortgagor;s Certficate of Actual Cost (Form HUD-92330) through
Febniary 20, 2006, pertaining to tbe development of C. E. WAR TOWERS, HU ProjettFebniary 20, 2006, pertaining to tbe development of C. E. WAR TOWERS, HU ProjettFebniary 20, 2006, pertaining to tbe development of C. E. WAR TOWERS, HU ProjettFebniary 20, 2006, pertaining to tbe development of C. E. WAR TOWERS, HU Projett
No. 081-EE037, and the statement of No. 081-EE037, and the statement of No. 081-EE037, and the statement of No. 081-EE037, and the statement of assets, liabilties, and projett equity-regulatory basis, asassets, liabilties, and projett equity-regulatory basis, asassets, liabilties, and projett equity-regulatory basis, asassets, liabilties, and projett equity-regulatory basis, as
of Febniary 20, 2006. These financial statements are the responsibilty of the Project'sof Febniary 20, 2006. These financial statements are the responsibilty of the Project'sof Febniary 20, 2006. These financial statements are the responsibilty of the Project'sof Febniary 20, 2006. These financial statements are the responsibilty of the Project's
management. Our responsibilty is to express an opinion on these financial statements basedmanagement. Our responsibilty is to express an opinion on these financial statements basedmanagement. Our responsibilty is to express an opinion on these financial statements basedmanagement. Our responsibilty is to express an opinion on these financial statements based
on our audit.on our audit.on our audit.on our audit.

We conducted our audit in accordance with auditing standards generally accepted in theWe conducted our audit in accordance with auditing standards generally accepted in theWe conducted our audit in accordance with auditing standards generally accepted in theWe conducted our audit in accordance with auditing standards generally accepted in the
United States of Amer.ca and Government Auding StandardsJ issued by the ComptrollerUnited States of Amer.ca and Government Auding StandardsJ issued by the ComptrollerUnited States of Amer.ca and Government Auding StandardsJ issued by the ComptrollerUnited States of Amer.ca and Government Auding StandardsJ issued by the Comptroller
General of the United States. Those standards require that we plan and penorm the audit toGeneral of the United States. Those standards require that we plan and penorm the audit toGeneral of the United States. Those standards require that we plan and penorm the audit toGeneral of the United States. Those standards require that we plan and penorm the audit to
obtain reasonable assurance about whether the tmandal statements are free of materialobtain reasonable assurance about whether the tmandal statements are free of materialobtain reasonable assurance about whether the tmandal statements are free of materialobtain reasonable assurance about whether the tmandal statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amountsmisstatement. An audit includes examining, on a test basis, evidence supporting the amountsmisstatement. An audit includes examining, on a test basis, evidence supporting the amountsmisstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accoun'tingand disclosures in the financial statements. An audit also includes assessing the accoun'tingand disclosures in the financial statements. An audit also includes assessing the accoun'tingand disclosures in the financial statements. An audit also includes assessing the accoun'ting

principles used and signifcant estiates made by management, as well as evaluatig theprinciples used and signifcant estiates made by management, as well as evaluatig theprinciples used and signifcant estiates made by management, as well as evaluatig theprinciples used and signifcant estiates made by management, as well as evaluatig the
overall financial statement presentation. We believe tbat our audit provides a reasonableoverall financial statement presentation. We believe tbat our audit provides a reasonableoverall financial statement presentation. We believe tbat our audit provides a reasonableoverall financial statement presentation. We believe tbat our audit provides a reasonable
basis for our opinion.basis for our opinion.basis for our opinion.basis for our opinion.

As described in Note 1, the Mortgagor's Certificate of Actual Cost, and the projeet1."sAs described in Note 1, the Mortgagor's Certificate of Actual Cost, and the projeet1."sAs described in Note 1, the Mortgagor's Certificate of Actual Cost, and the projeet1."sAs described in Note 1, the Mortgagor's Certificate of Actual Cost, and the projeet1."s
financial statements have been prepared on the basis of accounting and reportng practicesfinancial statements have been prepared on the basis of accounting and reportng practicesfinancial statements have been prepared on the basis of accounting and reportng practicesfinancial statements have been prepared on the basis of accounting and reportng practices
prescnbed by the Department of prescnbed by the Department of prescnbed by the Department of prescnbed by the Department of Housing and Urban Development (B). These prescribedHousing and Urban Development (B). These prescribedHousing and Urban Development (B). These prescribedHousing and Urban Development (B). These prescribed
practices are a comprehensive basis of accounting other than accounting principles generallypractices are a comprehensive basis of accounting other than accounting principles generallypractices are a comprehensive basis of accounting other than accounting principles generallypractices are a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.accepted in the United States of America.accepted in the United States of America.accepted in the United States of America.

In our opinion, the Mortgagor's Certficate of Actual Cost and the financial statementsIn our opinion, the Mortgagor's Certficate of Actual Cost and the financial statementsIn our opinion, the Mortgagor's Certficate of Actual Cost and the financial statementsIn our opinion, the Mortgagor's Certficate of Actual Cost and the financial statements
referred to above, present fairly, in al material respects, the actual costs of C. E. Warereferred to above, present fairly, in al material respects, the actual costs of C. E. Warereferred to above, present fairly, in al material respects, the actual costs of C. E. Warereferred to above, present fairly, in al material respects, the actual costs of C. E. Ware
Towers through February 20, 2006 and the assets, liabilties and project equity as ofTowers through February 20, 2006 and the assets, liabilties and project equity as ofTowers through February 20, 2006 and the assets, liabilties and project equity as ofTowers through February 20, 2006 and the assets, liabilties and project equity as of
February 20, 2006, on the basis of accounting descnbed in Note 1.February 20, 2006, on the basis of accounting descnbed in Note 1.February 20, 2006, on the basis of accounting descnbed in Note 1.February 20, 2006, on the basis of accounting descnbed in Note 1.

In accordance with Government Auditing StalUdsJ we have also issued reports datedIn accordance with Government Auditing StalUdsJ we have also issued reports datedIn accordance with Government Auditing StalUdsJ we have also issued reports datedIn accordance with Government Auditing StalUdsJ we have also issued reports dated
October 23, 2006, on our consideration of C. E. Ware Tower's internal control over tmancialOctober 23, 2006, on our consideration of C. E. Ware Tower's internal control over tmancialOctober 23, 2006, on our consideration of C. E. Ware Tower's internal control over tmancialOctober 23, 2006, on our consideration of C. E. Ware Tower's internal control over tmancial
reportng and on our tests of its compliance with certain provisions of laws, reguations,reportng and on our tests of its compliance with certain provisions of laws, reguations,reportng and on our tests of its compliance with certain provisions of laws, reguations,reportng and on our tests of its compliance with certain provisions of laws, reguations,
contracts, and grant agreements and other matters. The purpose of those reports are tocontracts, and grant agreements and other matters. The purpose of those reports are tocontracts, and grant agreements and other matters. The purpose of those reports are tocontracts, and grant agreements and other matters. The purpose of those reports are to
describe the scope of our testing of internal control over financial reporting and compliancedescribe the scope of our testing of internal control over financial reporting and compliancedescribe the scope of our testing of internal control over financial reporting and compliancedescribe the scope of our testing of internal control over financial reporting and compliance
and the results. of that testing and not to provide an opinion on the internal control Overand the results. of that testing and not to provide an opinion on the internal control Overand the results. of that testing and not to provide an opinion on the internal control Overand the results. of that testing and not to provide an opinion on the internal control Over
financial reporting or on compliance. Those report are. an integral part of an aud#financial reporting or on compliance. Those report are. an integral part of an aud#financial reporting or on compliance. Those report are. an integral part of an aud#financial reporting or on compliance. Those report are. an integral part of an aud#
performed in accordance with Government Auditing Standards and should be read iØperformed in accordance with Government Auditing Standards and should be read iØperformed in accordance with Government Auditing Standards and should be read iØperformed in accordance with Government Auditing Standards and should be read iØ

conjunction with this report in considering the results of our audit. '".conjunction with this report in considering the results of our audit. '".conjunction with this report in considering the results of our audit. '".conjunction with this report in considering the results of our audit. '".
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Our audit was performed for the purpose of forming an opinion on the basic financial.Our audit was performed for the purpose of forming an opinion on the basic financial.Our audit was performed for the purpose of forming an opinion on the basic financial.Our audit was performed for the purpose of forming an opinion on the basic financial.
statements taken as a whole. The accompanying supplemental information is presented for-statements taken as a whole. The accompanying supplemental information is presented for-statements taken as a whole. The accompanying supplemental information is presented for-statements taken as a whole. The accompanying supplemental information is presented for-
the purpose of additional analysis and is not a required part òf the basic financial statementsthe purpose of additional analysis and is not a required part òf the basic financial statementsthe purpose of additional analysis and is not a required part òf the basic financial statementsthe purpose of additional analysis and is not a required part òf the basic financial statements
of C. E. Ware Towers. Such information has been subjected to the auditing procedureSof C. E. Ware Towers. Such information has been subjected to the auditing procedureSof C. E. Ware Towers. Such information has been subjected to the auditing procedureSof C. E. Ware Towers. Such information has been subjected to the auditing procedureS
applied in the audit of the basic financial statements and, in our opinion, is fairly statedt i~applied in the audit of the basic financial statements and, in our opinion, is fairly statedt i~applied in the audit of the basic financial statements and, in our opinion, is fairly statedt i~applied in the audit of the basic financial statements and, in our opinion, is fairly statedt i~
all matenal respects, in relation to the financial statements taen as a whole. -all matenal respects, in relation to the financial statements taen as a whole. -all matenal respects, in relation to the financial statements taen as a whole. -all matenal respects, in relation to the financial statements taen as a whole. -

This report is intended solely for the information and use of the audit committeet members,This report is intended solely for the information and use of the audit committeet members,This report is intended solely for the information and use of the audit committeet members,This report is intended solely for the information and use of the audit committeet members,
management, others within the organization, and federal awarding agencies and pass-management, others within the organization, and federal awarding agencies and pass-management, others within the organization, and federal awarding agencies and pass-management, others within the organization, and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than thesethrough entities and is not intended to be and should not be used by anyone other than thesethrough entities and is not intended to be and should not be used by anyone other than thesethrough entities and is not intended to be and should not be used by anyone other than these
specified partes.specified partes.specified partes.specified partes.

We certfy that we have no financial interest in the mortgagor other than in the practice ofWe certfy that we have no financial interest in the mortgagor other than in the practice ofWe certfy that we have no financial interest in the mortgagor other than in the practice ofWe certfy that we have no financial interest in the mortgagor other than in the practice of
our profession.our profession.our profession.our profession.

October 23, 2006October 23, 2006October 23, 2006October 23, 2006 ~!~!~!~!

~~~~~~~~
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C. E. WARE TOWERSC. E. WARE TOWERSC. E. WARE TOWERSC. E. WARE TOWERS

HU PROJECT NO. 081-EE037HU PROJECT NO. 081-EE037HU PROJECT NO. 081-EE037HU PROJECT NO. 081-EE037

STATEMENT OF ASSETS, LIBJLlTIES. ANDSTATEMENT OF ASSETS, LIBJLlTIES. ANDSTATEMENT OF ASSETS, LIBJLlTIES. ANDSTATEMENT OF ASSETS, LIBJLlTIES. AND
PROJECT EQUITY - REGULTORY BASISPROJECT EQUITY - REGULTORY BASISPROJECT EQUITY - REGULTORY BASISPROJECT EQUITY - REGULTORY BASIS

FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006

ASSETSASSETSASSETSASSETS

Cash - construction accountCash - construction accountCash - construction accountCash - construction account
Casb - minimum fund accountCasb - minimum fund accountCasb - minimum fund accountCasb - minimum fund account
Receivable to minimum fund accountReceivable to minimum fund accountReceivable to minimum fund accountReceivable to minimum fund account
Receivable to replacement reserveReceivable to replacement reserveReceivable to replacement reserveReceivable to replacement reserve
LandLandLandLand
BuildingsBuildingsBuildingsBuildings
EquipmentEquipmentEquipmentEquipment

Total AssetsTotal AssetsTotal AssetsTotal Assets

6,6956,6956,6956,695
100100100100

10,00010,00010,00010,000
3,8873,8873,8873,887

75,00075,00075,00075,000
3,441,7643,441,7643,441,7643,441,764

18,31518,31518,31518,315

3.555.7613.555.7613.555.7613.555.761

LIILITS AN PROJECT EQUITYLIILITS AN PROJECT EQUITYLIILITS AN PROJECT EQUITYLIILITS AN PROJECT EQUITY

Accounts payable - constructionAccounts payable - constructionAccounts payable - constructionAccounts payable - construction

Accounts payable - replacement reserveAccounts payable - replacement reserveAccounts payable - replacement reserveAccounts payable - replacement reserve
Mortgage payableMortgage payableMortgage payableMortgage payable
Development advancesDevelopment advancesDevelopment advancesDevelopment advances

535,914535,914535,914535,914
3,8873,8873,8873,887

2,997,8352,997,8352,997,8352,997,835
18,12518,12518,12518,125

Total Liabilties and Project EquityTotal Liabilties and Project EquityTotal Liabilties and Project EquityTotal Liabilties and Project Equity3.555,7613.555,7613.555,7613.555,761

See accompanyig notes to the financial statements-regulatory basis,See accompanyig notes to the financial statements-regulatory basis,See accompanyig notes to the financial statements-regulatory basis,See accompanyig notes to the financial statements-regulatory basis,

I HEREBY CERTIFY that the foregoing figures and statements contained herein submitted by me asI HEREBY CERTIFY that the foregoing figures and statements contained herein submitted by me asI HEREBY CERTIFY that the foregoing figures and statements contained herein submitted by me asI HEREBY CERTIFY that the foregoing figures and statements contained herein submitted by me as
agent of agent of agent of agent of the mortgagor for the purpose of obtaining mortgage insurance under the National Housngthe mortgagor for the purpose of obtaining mortgage insurance under the National Housngthe mortgagor for the purpose of obtaining mortgage insurance under the National Housngthe mortgagor for the purpose of obtaining mortgage insurance under the National Housng
Act under Section 202 of Act under Section 202 of Act under Section 202 of Act under Section 202 of the Housing Act of 1959, as amended, are true and give correct showing ofthe Housing Act of 1959, as amended, are true and give correct showing ofthe Housing Act of 1959, as amended, are true and give correct showing ofthe Housing Act of 1959, as amended, are true and give correct showing of
C, E, Wa..e Tower's financial position as of C, E, Wa..e Tower's financial position as of C, E, Wa..e Tower's financial position as of C, E, Wa..e Tower's financial position as of February 20,2006.February 20,2006.February 20,2006.February 20,2006.

Signed this 23,d day ofOclober, 2006Signed this 23,d day ofOclober, 2006Signed this 23,d day ofOclober, 2006Signed this 23,d day ofOclober, 2006

SignatureSignatureSignatureSignature Printed NamePrinted NamePrinted NamePrinted Name

Warning - BU wiD prosecute false clais and statements. Conviction may result in criminal and/orWarning - BU wiD prosecute false clais and statements. Conviction may result in criminal and/orWarning - BU wiD prosecute false clais and statements. Conviction may result in criminal and/orWarning - BU wiD prosecute false clais and statements. Conviction may result in criminal and/or
civil penalties. (18 U.S.C. 1001,1010, 1012; 31 U.S.C. 3729,3802)civil penalties. (18 U.S.C. 1001,1010, 1012; 31 U.S.C. 3729,3802)civil penalties. (18 U.S.C. 1001,1010, 1012; 31 U.S.C. 3729,3802)civil penalties. (18 U.S.C. 1001,1010, 1012; 31 U.S.C. 3729,3802)

".".".".
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C. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERS

BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037

NOTE TO THE FINANCIA STATEMENTS - REGULTORY BASISNOTE TO THE FINANCIA STATEMENTS - REGULTORY BASISNOTE TO THE FINANCIA STATEMENTS - REGULTORY BASISNOTE TO THE FINANCIA STATEMENTS - REGULTORY BASIS

FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006

1. Organization and Summary of Significant Accounting Policies1. Organization and Summary of Significant Accounting Policies1. Organization and Summary of Significant Accounting Policies1. Organization and Summary of Significant Accounting Policies

The Project is organized as a not-for-profit corporation under the laws of The Project is organized as a not-for-profit corporation under the laws of The Project is organized as a not-for-profit corporation under the laws of The Project is organized as a not-for-profit corporation under the laws of the State ofthe State ofthe State ofthe State of
Tennessee for the purpose of owning and opeiating an apartment complex ûf 5~Tennessee for the purpose of owning and opeiating an apartment complex ûf 5~Tennessee for the purpose of owning and opeiating an apartment complex ûf 5~Tennessee for the purpose of owning and opeiating an apartment complex ûf 5~

units under Section 202 of the National Housing Act. There is a Reglatoryunits under Section 202 of the National Housing Act. There is a Reglatoryunits under Section 202 of the National Housing Act. There is a Reglatoryunits under Section 202 of the National Housing Act. There is a Reglatory
Agreement with the U.S. Department of Housing and Urban Development thatAgreement with the U.S. Department of Housing and Urban Development thatAgreement with the U.S. Department of Housing and Urban Development thatAgreement with the U.S. Department of Housing and Urban Development that

regulates rental charges and operating methods. This is a major program.regulates rental charges and operating methods. This is a major program.regulates rental charges and operating methods. This is a major program.regulates rental charges and operating methods. This is a major program.

Legal title to the Project is held by C. E. Ware Towers, Inc. The accompanyingLegal title to the Project is held by C. E. Ware Towers, Inc. The accompanyingLegal title to the Project is held by C. E. Ware Towers, Inc. The accompanyingLegal title to the Project is held by C. E. Ware Towers, Inc. The accompanying
financial statements are those of the Project and do not represent the financialfinancial statements are those of the Project and do not represent the financialfinancial statements are those of the Project and do not represent the financialfinancial statements are those of the Project and do not represent the financial
statements of C. E. Ware Towers, Inc. Transactions outside of the Project'sstatements of C. E. Ware Towers, Inc. Transactions outside of the Project'sstatements of C. E. Ware Towers, Inc. Transactions outside of the Project'sstatements of C. E. Ware Towers, Inc. Transactions outside of the Project's
operations do not exist, and therefore are not included in these financial statements.operations do not exist, and therefore are not included in these financial statements.operations do not exist, and therefore are not included in these financial statements.operations do not exist, and therefore are not included in these financial statements.

The financial statements have be.en prepared in conformity with the accountig andThe financial statements have be.en prepared in conformity with the accountig andThe financial statements have be.en prepared in conformity with the accountig andThe financial statements have be.en prepared in conformity with the accountig and
reporting standards prescribed by the U.S. Deparment of Housing and Urbanreporting standards prescribed by the U.S. Deparment of Housing and Urbanreporting standards prescribed by the U.S. Deparment of Housing and Urbanreporting standards prescribed by the U.S. Deparment of Housing and Urban
Development (B) in the Audit Guide for Auditing Development Costs of BU-Development (B) in the Audit Guide for Auditing Development Costs of BU-Development (B) in the Audit Guide for Auditing Development Costs of BU-Development (B) in the Audit Guide for Auditing Development Costs of BU-
Insured Multifamily Projects. These standards differ in some respects fromInsured Multifamily Projects. These standards differ in some respects fromInsured Multifamily Projects. These standards differ in some respects fromInsured Multifamily Projects. These standards differ in some respects from

accounting principles generally accepted in the United States of America, and theaccounting principles generally accepted in the United States of America, and theaccounting principles generally accepted in the United States of America, and theaccounting principles generally accepted in the United States of America, and the
. fmancial statements reflect the following additional HU accounting and reporting. fmancial statements reflect the following additional HU accounting and reporting. fmancial statements reflect the following additional HU accounting and reporting. fmancial statements reflect the following additional HU accounting and reporting
principals:principals:principals:principals:

Costs are to be exclusive of kickbacks, rebates, or trade discounts.Costs are to be exclusive of kickbacks, rebates, or trade discounts.Costs are to be exclusive of kickbacks, rebates, or trade discounts.Costs are to be exclusive of kickbacks, rebates, or trade discounts.

Financing charges are limited to the lesser of amounts actually paid, or amountsFinancing charges are limited to the lesser of amounts actually paid, or amountsFinancing charges are limited to the lesser of amounts actually paid, or amountsFinancing charges are limited to the lesser of amounts actually paid, or amounts
approved by BU, on the Mortgagee's Certifcate.approved by BU, on the Mortgagee's Certifcate.approved by BU, on the Mortgagee's Certifcate.approved by BU, on the Mortgagee's Certifcate.

Project equity represents the difference between the funds received by the ProjectProject equity represents the difference between the funds received by the ProjectProject equity represents the difference between the funds received by the ProjectProject equity represents the difference between the funds received by the Project
from C. E. Ware Towers, and the costs incurred to develop the Project, and thefrom C. E. Ware Towers, and the costs incurred to develop the Project, and thefrom C. E. Ware Towers, and the costs incurred to develop the Project, and thefrom C. E. Ware Towers, and the costs incurred to develop the Project, and the
income from the Project. Accordingly, Project equity is not intended to reflect theincome from the Project. Accordingly, Project equity is not intended to reflect theincome from the Project. Accordingly, Project equity is not intended to reflect theincome from the Project. Accordingly, Project equity is not intended to reflect the
equity of the corporation and the financial statements are not intended toequity of the corporation and the financial statements are not intended toequity of the corporation and the financial statements are not intended toequity of the corporation and the financial statements are not intended to

represent those of the corporation.represent those of the corporation.represent those of the corporation.represent those of the corporation.

2. Date of Cost Certification2. Date of Cost Certification2. Date of Cost Certification2. Date of Cost Certification

In accordance with guidelines set fort by the U.S. Department of Housing andIn accordance with guidelines set fort by the U.S. Department of Housing andIn accordance with guidelines set fort by the U.S. Department of Housing andIn accordance with guidelines set fort by the U.S. Department of Housing and
Urban Development (H) regarding Mortgagor's Cost Certfication,. the date ofUrban Development (H) regarding Mortgagor's Cost Certfication,. the date ofUrban Development (H) regarding Mortgagor's Cost Certfication,. the date ofUrban Development (H) regarding Mortgagor's Cost Certfication,. the date of
February 20, 2006 is the cut-off date for the cost certifcation.February 20, 2006 is the cut-off date for the cost certifcation.February 20, 2006 is the cut-off date for the cost certifcation.February 20, 2006 is the cut-off date for the cost certifcation.
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C. E. WARE TOWERSC. E. WARE TOWERSC. E. WARE TOWERSC. E. WARE TOWERS

BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037

NOTES TO TH FIANCIA STATEMENTS - REGULTORY BASIS - Continued'NOTES TO TH FIANCIA STATEMENTS - REGULTORY BASIS - Continued'NOTES TO TH FIANCIA STATEMENTS - REGULTORY BASIS - Continued'NOTES TO TH FIANCIA STATEMENTS - REGULTORY BASIS - Continued'

FEBRUARY 20, 2006FEBRUARY 20, 2006FEBRUARY 20, 2006FEBRUARY 20, 2006

3. Mortgages Payable3. Mortgages Payable3. Mortgages Payable3. Mortgages Payable

Funds were advanced through the Capital Advance Program of HUD (tota! approvedFunds were advanced through the Capital Advance Program of HUD (tota! approvedFunds were advanced through the Capital Advance Program of HUD (tota! approvedFunds were advanced through the Capital Advance Program of HUD (tota! approved
advance is $3,548,300) subject to a mortgage note dated September 29, 2004,advance is $3,548,300) subject to a mortgage note dated September 29, 2004,advance is $3,548,300) subject to a mortgage note dated September 29, 2004,advance is $3,548,300) subject to a mortgage note dated September 29, 2004,
collateralizd by substantialy all collateralizd by substantialy all collateralizd by substantialy all collateralizd by substantialy all land, buildings, and equipment:land, buildings, and equipment:land, buildings, and equipment:land, buildings, and equipment:

Construction draws na.mbered 1~17Construction draws na.mbered 1~17Construction draws na.mbered 1~17Construction draws na.mbered 1~172.997.8362.997.8362.997.8362.997.836

4. Schedule of Accounts Payable - Construction4. Schedule of Accounts Payable - Construction4. Schedule of Accounts Payable - Construction4. Schedule of Accounts Payable - Construction

Bamett NaylorBamett NaylorBamett NaylorBamett Naylor
Barnett Naylor - Change ordersBarnett Naylor - Change ordersBarnett Naylor - Change ordersBarnett Naylor - Change orders
Rowland & Carter, CPAs, PLLC - Cost cerL auditRowland & Carter, CPAs, PLLC - Cost cerL auditRowland & Carter, CPAs, PLLC - Cost cerL auditRowland & Carter, CPAs, PLLC - Cost cerL audit
Little & Associates - Architect's supervisionLittle & Associates - Architect's supervisionLittle & Associates - Architect's supervisionLittle & Associates - Architect's supervision
Bett Shaw - ConsultantBett Shaw - ConsultantBett Shaw - ConsultantBett Shaw - Consultant

The Lowrance Law Firm - LegaThe Lowrance Law Firm - LegaThe Lowrance Law Firm - LegaThe Lowrance Law Firm - Lega
Sylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood NetworkSylvester Butler - Neighborhood Network
Barnett Naylor - Printer interface (Stop Alarms)Barnett Naylor - Printer interface (Stop Alarms)Barnett Naylor - Printer interface (Stop Alarms)Barnett Naylor - Printer interface (Stop Alarms)
American Photography - PrinterAmerican Photography - PrinterAmerican Photography - PrinterAmerican Photography - Printer
Limpscomb & Pitts InsuranceLimpscomb & Pitts InsuranceLimpscomb & Pitts InsuranceLimpscomb & Pitts Insurance
David Isom - FurnitureDavid Isom - FurnitureDavid Isom - FurnitureDavid Isom - Furniture

Tri~State Bank - Service chargesTri~State Bank - Service chargesTri~State Bank - Service chargesTri~State Bank - Service charges
Memphis Light, Gas & Water - DepositMemphis Light, Gas & Water - DepositMemphis Light, Gas & Water - DepositMemphis Light, Gas & Water - Deposit
Bell South - DepositBell South - DepositBell South - DepositBell South - Deposit
Minimum Fund AccountMinimum Fund AccountMinimum Fund AccountMinimum Fund Account

410,284410,284410,284410,284
5,9215,9215,9215,921
6,0006,0006,0006,000
6,0986,0986,0986,098

31,51131,51131,51131,511
2,7502,7502,7502,750
5,6685,6685,6685,668

542542542542
750750750750

30,46130,46130,46130,461
5,4485,4485,4485,448

16161616
19,75519,75519,75519,755

710710710710
10,00010,00010,00010,000

5314531453145314
5. Accounts Payable - Replacement Reserve5. Accounts Payable - Replacement Reserve5. Accounts Payable - Replacement Reserve5. Accounts Payable - Replacement Reserve

The Project received four (4) advances from the capital advance in which not all of The Project received four (4) advances from the capital advance in which not all of The Project received four (4) advances from the capital advance in which not all of The Project received four (4) advances from the capital advance in which not all of thethethethe
advance was used for the approved purpose. The four (4) advances are as follows:advance was used for the approved purpose. The four (4) advances are as follows:advance was used for the approved purpose. The four (4) advances are as follows:advance was used for the approved purpose. The four (4) advances are as follows:

AdvanceAdvanceAdvanceAdvance
#10#10#10#10

Amount ReceivedAmount ReceivedAmount ReceivedAmount Received
but not Distrbutedbut not Distrbutedbut not Distrbutedbut not Distrbuted

$732$732$732$732
CommentCommentCommentComment

Advance for Hall Blake & Associates wasAdvance for Hall Blake & Associates wasAdvance for Hall Blake & Associates wasAdvance for Hall Blake & Associates was
$1,221. The amount of $489 was$1,221. The amount of $489 was$1,221. The amount of $489 was$1,221. The amount of $489 was
disbursed. The remaining $732 does n"Otdisbursed. The remaining $732 does n"Otdisbursed. The remaining $732 does n"Otdisbursed. The remaining $732 does n"Ot

represent an outstanding balance.represent an outstanding balance.represent an outstanding balance.represent an outstanding balance.
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C. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERS

BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037BU PROJECT NO. 081-EE037

NOTES TO THE FIANCIA STATEMENTS - REGULATORY BASIS - ContinuedNOTES TO THE FIANCIA STATEMENTS - REGULATORY BASIS - ContinuedNOTES TO THE FIANCIA STATEMENTS - REGULATORY BASIS - ContinuedNOTES TO THE FIANCIA STATEMENTS - REGULATORY BASIS - Continued
.:';.:';.:';.:';

FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006FEBRUARY 20. 2006

5. Accounts Payable - Replacement Reserve (Continued)5. Accounts Payable - Replacement Reserve (Continued)5. Accounts Payable - Replacement Reserve (Continued)5. Accounts Payable - Replacement Reserve (Continued)

AdvanceAdvanceAdvanceAdvance
Amount ReceivedAmount ReceivedAmount ReceivedAmount Received
but not Disbursedbut not Disbursedbut not Disbursedbut not DisbursedCommentCommentCommentComment

#14#14#14#14 $36$36$36$36 Received advance of $684 to pay City ofReceived advance of $684 to pay City ofReceived advance of $684 to pay City ofReceived advance of $684 to pay City of
Memphis real estate taxes. Amount paidMemphis real estate taxes. Amount paidMemphis real estate taxes. Amount paidMemphis real estate taxes. Amount paid
was $648. The remaining $36 does notwas $648. The remaining $36 does notwas $648. The remaining $36 does notwas $648. The remaining $36 does not
represent an outstanding balance.represent an outstanding balance.represent an outstanding balance.represent an outstanding balance.

#18#18#18#18 $1,287$1,287$1,287$1,287Received advance of $31,883 to payReceived advance of $31,883 to payReceived advance of $31,883 to payReceived advance of $31,883 to pay

Lipscomb & Pitts for insurance. AmountLipscomb & Pitts for insurance. AmountLipscomb & Pitts for insurance. AmountLipscomb & Pitts for insurance. Amount
paid was $30~546. The remaining $1,2K7paid was $30~546. The remaining $1,2K7paid was $30~546. The remaining $1,2K7paid was $30~546. The remaining $1,2K7

does not represent an outstandìó.&does not represent an outstandìó.&does not represent an outstandìó.&does not represent an outstandìó.&

balance.balance.balance.balance.

#21#21#21#21 $1,832$1,832$1,832$1,832Recived advance of $7,500 for theRecived advance of $7,500 for theRecived advance of $7,500 for theRecived advance of $7,500 for the
'Network Neighborhood. Amount paid'Network Neighborhood. Amount paid'Network Neighborhood. Amount paid'Network Neighborhood. Amount paid
was $5,668. The remaining $1,832 doeswas $5,668. The remaining $1,832 doeswas $5,668. The remaining $1,832 doeswas $5,668. The remaining $1,832 does

not represent an outstanding balance.not represent an outstanding balance.not represent an outstanding balance.not represent an outstanding balance.~~~~
Capital advances received which were not disbursed totaled $3,887 and are shown as aCapital advances received which were not disbursed totaled $3,887 and are shown as aCapital advances received which were not disbursed totaled $3,887 and are shown as aCapital advances received which were not disbursed totaled $3,887 and are shown as a
liabilty to be paid iii liabilty to be paid iii liabilty to be paid iii liabilty to be paid iii to the replacement reserve fund.to the replacement reserve fund.to the replacement reserve fund.to the replacement reserve fund.

'.1,'.1,'.1,'.1,

6.6.6.6. Development AdvancesDevelopment AdvancesDevelopment AdvancesDevelopment Advances. : ~. : ~. : ~. : ~

'.-'.-'.-'.-
.' ,.' ,.' ,.' ,

Rev. C. E. Ware, who is majority owner of Beth-Reach, Inc., the management agenûRev. C. E. Ware, who is majority owner of Beth-Reach, Inc., the management agenûRev. C. E. Ware, who is majority owner of Beth-Reach, Inc., the management agenûRev. C. E. Ware, who is majority owner of Beth-Reach, Inc., the management agenû
and Bet-Reach, Inc" the management agent~ have in total advanced $58,075 to the"and Bet-Reach, Inc" the management agent~ have in total advanced $58,075 to the"and Bet-Reach, Inc" the management agent~ have in total advanced $58,075 to the"and Bet-Reach, Inc" the management agent~ have in total advanced $58,075 to the"
Projec The Project reimbursed Rev. C. E. Ware and Beth Reach, Inc. for a porton of:Projec The Project reimbursed Rev. C. E. Ware and Beth Reach, Inc. for a porton of:Projec The Project reimbursed Rev. C. E. Ware and Beth Reach, Inc. for a porton of:Projec The Project reimbursed Rev. C. E. Ware and Beth Reach, Inc. for a porton of:
the advances. As of :Fcbruary 20, 2006 Rev. C. E. Ware and Beth Reach, Inc. had a netthe advances. As of :Fcbruary 20, 2006 Rev. C. E. Ware and Beth Reach, Inc. had a netthe advances. As of :Fcbruary 20, 2006 Rev. C. E. Ware and Beth Reach, Inc. had a netthe advances. As of :Fcbruary 20, 2006 Rev. C. E. Ware and Beth Reach, Inc. had a netadvance to the Project of $18,125. 'advance to the Project of $18,125. 'advance to the Project of $18,125. 'advance to the Project of $18,125. '

7. Subsequent to February 20, 2006 the Project advanced to Rev. C.E. Ware and/or Beth7. Subsequent to February 20, 2006 the Project advanced to Rev. C.E. Ware and/or Beth7. Subsequent to February 20, 2006 the Project advanced to Rev. C.E. Ware and/or Beth7. Subsequent to February 20, 2006 the Project advanced to Rev. C.E. Ware and/or Beth

ReachJ Inc. a total of $27,000. As a result of ReachJ Inc. a total of $27,000. As a result of ReachJ Inc. a total of $27,000. As a result of ReachJ Inc. a total of $27,000. As a result of these advanceJ the Project is owed $8,875these advanceJ the Project is owed $8,875these advanceJ the Project is owed $8,875these advanceJ the Project is owed $8,875
from Rev. C.E, Ware :1!!i'/or Beth Reach, Inc. as of from Rev. C.E, Ware :1!!i'/or Beth Reach, Inc. as of from Rev. C.E, Ware :1!!i'/or Beth Reach, Inc. as of from Rev. C.E, Ware :1!!i'/or Beth Reach, Inc. as of the date of the date of the date of the date of this report.this report.this report.this report.
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C. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERSC. E. WAR TOWERS

BUD PROJECT NO. 081-EE037BUD PROJECT NO. 081-EE037BUD PROJECT NO. 081-EE037BUD PROJECT NO. 081-EE037

SCHEDULE OF ì\IORTGAGOR'S CERTICATE OF ACTUAL COSTSCHEDULE OF ì\IORTGAGOR'S CERTICATE OF ACTUAL COSTSCHEDULE OF ì\IORTGAGOR'S CERTICATE OF ACTUAL COSTSCHEDULE OF ì\IORTGAGOR'S CERTICATE OF ACTUAL COST

FEBRUARY 20, 2006FEBRUARY 20, 2006FEBRUARY 20, 2006FEBRUARY 20, 2006

Paid inPaid inPaid inPaid in
CashCashCashCash

ColumnAColumnAColumnAColumnA
Item la-Amount Du~' e::(' ':.'.ump-Item la-Amount Du~' e::(' ':.'.ump-Item la-Amount Du~' e::(' ':.'.ump-Item la-Amount Du~' e::(' ':.'.ump-

Sum Construction ContractSum Construction ContractSum Construction ContractSum Construction Contract
Baret NaylorBaret NaylorBaret NaylorBaret Naylor

Barett Naylor - change ordersBarett Naylor - change ordersBarett Naylor - change ordersBarett Naylor - change orders

Item 2a - Architect's Fee - DesignItem 2a - Architect's Fee - DesignItem 2a - Architect's Fee - DesignItem 2a - Architect's Fee - Design
Little & AssociatesLittle & AssociatesLittle & AssociatesLittle & Associates

2,554,1452,554,1452,554,1452,554,145
87,22487,22487,22487,224

2,641.3692,641.3692,641.3692,641.369

86,32886,32886,32886,328

Item 2b-Aritects h't -, .i n.:rvisionItem 2b-Aritects h't -, .i n.:rvisionItem 2b-Aritects h't -, .i n.:rvisionItem 2b-Aritects h't -, .i n.:rvision
Litte & AssociatesLitte & AssociatesLitte & AssociatesLitte & Associates

Little & Associates - overpaymentLittle & Associates - overpaymentLittle & Associates - overpaymentLittle & Associates - overpayment
37,50237,50237,50237,502

oooo
37,50237,50237,50237,502

Item 4 - TaxesItem 4 - TaxesItem 4 - TaxesItem 4 - Taxes
Shelby CountyShelby CountyShelby CountyShelby County
City of City of City of City of MemphisMemphisMemphisMemphis

684684684684
600600600600

1.2841.2841.2841.284

Item 5 - Propert Insu r;i n ceItem 5 - Propert Insu r;i n ceItem 5 - Propert Insu r;i n ceItem 5 - Propert Insu r;i n ce
Beth-Reach, Inc. - Liabilii yBeth-Reach, Inc. - Liabilii yBeth-Reach, Inc. - Liabilii yBeth-Reach, Inc. - Liabilii y
Clay & Land Insurce - Builders RiskClay & Land Insurce - Builders RiskClay & Land Insurce - Builders RiskClay & Land Insurce - Builders Risk
H. P. Heferman Insurance - BondH. P. Heferman Insurance - BondH. P. Heferman Insurance - BondH. P. Heferman Insurance - Bond
Lipscomb & Pitts, Insurance - LiabiltyLipscomb & Pitts, Insurance - LiabiltyLipscomb & Pitts, Insurance - LiabiltyLipscomb & Pitts, Insurance - Liabilty
Barett Barett Barett Barett Naylor-Builders RiskNaylor-Builders RiskNaylor-Builders RiskNaylor-Builders Risk

Aza Lewers & Jessie J Lyo: .'; ¡ raiior-Aza Lewers & Jessie J Lyo: .'; ¡ raiior-Aza Lewers & Jessie J Lyo: .'; ¡ raiior-Aza Lewers & Jessie J Lyo: .'; ¡ raiior-
3 Month Liabilty Extension3 Month Liabilty Extension3 Month Liabilty Extension3 Month Liabilty Extension

5,6945,6945,6945,694
5,4305,4305,4305,430
9,3349,3349,3349,334
6,8996,8996,8996,899
5,4305,4305,4305,430

3,2243,2243,2243,224
36,04136,04136,04136,041

. Item 9 - Title and Recording Fees. Item 9 - Title and Recording Fees. Item 9 - Title and Recording Fees. Item 9 - Title and Recording Fees
Lowrance Law FinnLowrance Law FinnLowrance Law FinnLowrance Law Finn10,13510,13510,13510,135

Item 12a - LegalItem 12a - LegalItem 12a - LegalItem 12a - Legal
Lowrce Law FirmLowrce Law FirmLowrce Law FirmLowrce Law Firm8,2508,2508,2508,250

Item 12c-Mortgagor's C~US(Item 12c-Mortgagor's C~US(Item 12c-Mortgagor's C~US(Item 12c-Mortgagor's C~US(

Certification Audit FeeCertification Audit FeeCertification Audit FeeCertification Audit Fee
Rowlan Rowlan Rowlan Rowlan & Carer, CP¡\s, p::.TC& Carer, CP¡\s, p::.TC& Carer, CP¡\s, p::.TC& Carer, CP¡\s, p::.TC

9999

Paid 45 Paid 45 Paid 45 Paid 45 DaysDaysDaysDays
afterafterafterafter

Endorsement TotalEndorsement TotalEndorsement TotalEndorsement Total
Column B Column CColumn B Column CColumn B Column CColumn B Column C

410,284410,284410,284410,284
5.9215.9215.9215.921

416,205416,205416,205416,205

8,8958,8958,8958,895

(2,791)(2,791)(2,791)(2,791)
6,0986,0986,0986,098

30,46130,46130,46130,461

30,46130,46130,46130,461

2,7502,7502,7502,750

6,0006,0006,0006,000

2,964,429,2,964,429,2,964,429,2,964,429,
93.145.93.145.93.145.93.145.

3,057,574"3,057,574"3,057,574"3,057,574"

86,328' :86,328' :86,328' :86,328' :

46,39746,39746,39746,397
(2,791)(2,791)(2,791)(2,791)
43,60043,60043,60043,600

684684684684
600600600600

1,2841,2841,2841,284

5,6945,6945,6945,694
5,43(r5,43(r5,43(r5,43(r
9,334 .9,334 .9,334 .9,334 .

37,360'37,360'37,360'37,360'
5,43P5,43P5,43P5,43P

3,2543,2543,2543,254
66,502.66,502.66,502.66,502.

10,13510,13510,13510,135

11,00011,00011,00011,000

6,0006,0006,0006,000

.'.'.'.'



c. E. WAR TOWERSc. E. WAR TOWERSc. E. WAR TOWERSc. E. WAR TOWERS

HUD PROJECT NO. 081-EE037HUD PROJECT NO. 081-EE037HUD PROJECT NO. 081-EE037HUD PROJECT NO. 081-EE037

SCHDULE OF i'rr)l~,TGAGOR'SCERTIICATE OF ACTUAL SCHDULE OF i'rr)l~,TGAGOR'SCERTIICATE OF ACTUAL SCHDULE OF i'rr)l~,TGAGOR'SCERTIICATE OF ACTUAL SCHDULE OF i'rr)l~,TGAGOR'SCERTIICATE OF ACTUAL COST- ContinuedCOST- ContinuedCOST- ContinuedCOST- Continued

FEBRUARY 20,2006FEBRUARY 20,2006FEBRUARY 20,2006FEBRUARY 20,2006

Item 13-0therTiiin; ,''';11,, ';:eesItem 13-0therTiiin; ,''';11,, ';:eesItem 13-0therTiiin; ,''';11,, ';:eesItem 13-0therTiiin; ,''';11,, ';:ees
David W. Miem, P.C. - EngineeringDavid W. Miem, P.C. - EngineeringDavid W. Miem, P.C. - EngineeringDavid W. Miem, P.C. - Engineering
Bil Lamb - Independent Cost AnalysisBil Lamb - Independent Cost AnalysisBil Lamb - Independent Cost AnalysisBil Lamb - Independent Cost Analysis
Anderson EngineeringAnderson EngineeringAnderson EngineeringAnderson Engineering
Barett Naylor - Reimburse ILll!, Blake & Assoc.Barett Naylor - Reimburse ILll!, Blake & Assoc.Barett Naylor - Reimburse ILll!, Blake & Assoc.Barett Naylor - Reimburse ILll!, Blake & Assoc.
Hall, Blake & Associaks - SlIl\l.~y/soil testingHall, Blake & Associaks - SlIl\l.~y/soil testingHall, Blake & Associaks - SlIl\l.~y/soil testingHall, Blake & Associaks - SlIl\l.~y/soil testing
Bet-Reach, Inc. - Reimburs~d for:Bet-Reach, Inc. - Reimburs~d for:Bet-Reach, Inc. - Reimburs~d for:Bet-Reach, Inc. - Reimburs~d for:

Offce ofPlannip,~ :" 1 r"nmentOffce ofPlannip,~ :" 1 r"nmentOffce ofPlannip,~ :" 1 r"nmentOffce ofPlannip,~ :" 1 r"nment
Chandler Chandler Chandler Chandler & ChanCel - /,lsa1& ChanCel - /,lsa1& ChanCel - /,lsa1& ChanCel - /,lsa1
Hall, Blake & Associ:1. . ..':ivironmentalHall, Blake & Associ:1. . ..':ivironmentalHall, Blake & Associ:1. . ..':ivironmentalHall, Blake & Associ:1. . ..':ivironmental
Ofce of Ofce of Ofce of Ofce of Planning a¡,j DevelopmentPlanning a¡,j DevelopmentPlanning a¡,j DevelopmentPlanning a¡,j Development
Secreta of StateSecreta of StateSecreta of StateSecreta of State
Shelby CountyShelby CountyShelby CountyShelby County

Item lSa- Consul,:.Item lSa- Consul,:.Item lSa- Consul,:.Item lSa- Consul,:.

Bett Bett Bett Bett ShawShawShawShaw
Estate of Estate of Estate of Estate of Troy Patte:: Troy Patte:: Troy Patte:: Troy Patte:: ,I:,I:,I:,I:

Item 15d - OtherItem 15d - OtherItem 15d - OtherItem 15d - Other
Mium Mium Mium Mium Fund Fund Fund Fund Escrow ;'(":U"":Escrow ;'(":U"":Escrow ;'(":U"":Escrow ;'(":U"":
Memphis Light, G, '; :,. "~positMemphis Light, G, '; :,. "~positMemphis Light, G, '; :,. "~positMemphis Light, G, '; :,. "~posit
Bell South-DeposeBell South-DeposeBell South-DeposeBell South-Depose
David David David David Isom-Furni,1, ",,~Isom-Furni,1, ",,~Isom-Furni,1, ",,~Isom-Furni,1, ",,~
American Photo American Photo American Photo American Photo co i' .' ; i ,"-'co i' .' ; i ,"-'co i' .' ; i ,"-'co i' .' ; i ,"-'

AmericanPhotocor: - ;':-ii:kl,Td:ndScanerAmericanPhotocor: - ;':-ii:kl,Td:ndScanerAmericanPhotocor: - ;':-ii:kl,Td:ndScanerAmericanPhotocor: - ;':-ii:kl,Td:ndScaner
IPM Softare;" Soil",:,:,.-IPM Softare;" Soil",:,:,.-IPM Softare;" Soil",:,:,.-IPM Softare;" Soil",:,:,.-
Sylvesr Butler- Net \.'c-:': ~) . ":borhoodSylvesr Butler- Net \.'c-:': ~) . ":borhoodSylvesr Butler- Net \.'c-:': ~) . ":borhoodSylvesr Butler- Net \.'c-:': ~) . ":borhood
Barett Naylor - Pi;:Barett Naylor - Pi;:Barett Naylor - Pi;:Barett Naylor - Pi;:
American Photoc()American Photoc()American Photoc()American Photoc()
Tri-State Ban - S t:!Tri-State Ban - S t:!Tri-State Ban - S t:!Tri-State Ban - S t:!
Beth Reach, Inc, - , 'onBeth Reach, Inc, - , 'onBeth Reach, Inc, - , 'onBeth Reach, Inc, - , 'on

SubtotalSubtotalSubtotalSubtotal

TotalTotalTotalTotal

Paid inPaid inPaid inPaid in
CashCashCashCash

ColumnAColumnAColumnAColumnA

Paid 45 Paid 45 Paid 45 Paid 45 DaysDaysDaysDays
afterafterafterafter

Endorsement TotalEndorsement TotalEndorsement TotalEndorsement Total
Column B Column CColumn B Column CColumn B Column CColumn B Column C

19,42019,42019,42019,420
1,8001,8001,8001,800
1,9201,9201,9201,920
1,4751,4751,4751,475

489489489489

19,42019,42019,42019,420
1,8001,8001,8001,800
1,9201,9201,9201,920
1,4751,4751,4751,475

489489489489

500500500500
2,0002,0002,0002,000
2,5002,5002,5002,500

150150150150
100100100100

7777
30,36130,36130,36130,361

500500500500
2,0002,0002,0002,000
2,500.2,500.2,500.2,500.

150150150150
100100100100

7'7'7'7'

30,36i30,36i30,36i30,36i

. .. .. .. .
63,68963,68963,68963,68931,51131,51131,51131,51195,20'095,20'095,20'095,20'0
7,0007,0007,0007,000 7,0007,0007,0007,000

70,68970,68970,68970,68931,51131,51131,51131,511102,200.102,200.102,200.102,200.

10;00010;00010;00010;00010,00010,00010,00010,000
19,75519,75519,75519,75519,75519,75519,75519,755

710710710710 710710710710
5,4485,4485,4485,4485,4485,4485,4485,448

850850850850 850850850850
5,8775,8775,8775,877 5,8775,8775,8775,877
2,2732,2732,2732,273 2,2732,2732,2732,273

5,6685,6685,6685,6685,6685,6685,6685,668
542542542542 542,542,542,542,
750750750750 750750750750

48484848 16161616 64646464
75,00075,00075,00075,000 75,00075,00075,00075,000
84,04884,04884,04884,04842,88942,88942,88942,889126,937'126,937'126,937'126,937'

3,006,0073,006,0073,006,0073,006,007535,914535,914535,914535,9143,541,9213,541,9213,541,9213,541,921

3,006,0073,006,0073,006,0073,006,007535,914535,914535,914535,9143,541.9213,541.9213,541.9213,541.921
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The Board ofDjrrr.!:irsThe Board ofDjrrr.!:irsThe Board ofDjrrr.!:irsThe Board ofDjrrr.!:irs
C. E. Ware TowersC. E. Ware TowersC. E. Ware TowersC. E. Ware Towers

Independent Auditors' Report on Interal ControlIndependent Auditors' Report on Interal ControlIndependent Auditors' Report on Interal ControlIndependent Auditors' Report on Interal Control

We have audited (l:e financial statements of C. E. WAR TOWERS, BU Project No. 081-We have audited (l:e financial statements of C. E. WAR TOWERS, BU Project No. 081-We have audited (l:e financial statements of C. E. WAR TOWERS, BU Project No. 081-We have audited (l:e financial statements of C. E. WAR TOWERS, BU Project No. 081-
EE037, as ofFebrn:¡(y 20, 2006, and have issued our report thereon dated October 23, 2006.EE037, as ofFebrn:¡(y 20, 2006, and have issued our report thereon dated October 23, 2006.EE037, as ofFebrn:¡(y 20, 2006, and have issued our report thereon dated October 23, 2006.EE037, as ofFebrn:¡(y 20, 2006, and have issued our report thereon dated October 23, 2006.
We have also aud' i'll the Project's compliance with requirements applicable to major HUWe have also aud' i'll the Project's compliance with requirements applicable to major HUWe have also aud' i'll the Project's compliance with requirements applicable to major HUWe have also aud' i'll the Project's compliance with requirements applicable to major HU
assisted program s :,: ¡ d have issucJ. our report thereon dated October 23, 2006.assisted program s :,: ¡ d have issucJ. our report thereon dated October 23, 2006.assisted program s :,: ¡ d have issucJ. our report thereon dated October 23, 2006.assisted program s :,: ¡ d have issucJ. our report thereon dated October 23, 2006.

We conducted 0 u t- :.idits in accordance with auditing standards generally accepted in tlieWe conducted 0 u t- :.idits in accordance with auditing standards generally accepted in tlieWe conducted 0 u t- :.idits in accordance with auditing standards generally accepted in tlieWe conducted 0 u t- :.idits in accordance with auditing standards generally accepted in tlie
United States of f~ ì. rica, the standards applicable to financial audits contained in GovernnièntUnited States of f~ ì. rica, the standards applicable to financial audits contained in GovernnièntUnited States of f~ ì. rica, the standards applicable to financial audits contained in GovernnièntUnited States of f~ ì. rica, the standards applicable to financial audits contained in Governniènt
Auditing Standan'. issued by the Comptroller General of the United States, and theAuditing Standan'. issued by the Comptroller General of the United States, and theAuditing Standan'. issued by the Comptroller General of the United States, and theAuditing Standan'. issued by the Comptroller General of the United States, and the
Consolidated /J!li'iûde for Audits of HUD Programs (the "Guide"), issued by the U.S.Consolidated /J!li'iûde for Audits of HUD Programs (the "Guide"), issued by the U.S.Consolidated /J!li'iûde for Audits of HUD Programs (the "Guide"), issued by the U.S.Consolidated /J!li'iûde for Audits of HUD Programs (the "Guide"), issued by the U.S.
Department of ), ng and Vi'ban Development, Offce of the Inspector General. ThoseDepartment of ), ng and Vi'ban Development, Offce of the Inspector General. ThoseDepartment of ), ng and Vi'ban Development, Offce of the Inspector General. ThoseDepartment of ), ng and Vi'ban Development, Offce of the Inspector General. Those

standards and t , ,iide requin: that we plan and perform the audits to obtain reasonabl~standards and t , ,iide requin: that we plan and perform the audits to obtain reasonabl~standards and t , ,iide requin: that we plan and perform the audits to obtain reasonabl~standards and t , ,iide requin: that we plan and perform the audits to obtain reasonabl~

assurance aboii t ì, .ller the financial statements are free of material misstatement and aboutassurance aboii t ì, .ller the financial statements are free of material misstatement and aboutassurance aboii t ì, .ller the financial statements are free of material misstatement and aboutassurance aboii t ì, .ller the financial statements are free of material misstatement and about
whether the Pro' 'Jmplied with laws and regulations, noncompliance with which would bewhether the Pro' 'Jmplied with laws and regulations, noncompliance with which would bewhether the Pro' 'Jmplied with laws and regulations, noncompliance with which would bewhether the Pro' 'Jmplied with laws and regulations, noncompliance with which would be

matenal to a ni;. JD-assisted program.matenal to a ni;. JD-assisted program.matenal to a ni;. JD-assisted program.matenal to a ni;. JD-assisted program.

The manageni ,.. .The manageni ,.. .The manageni ,.. .The manageni ,.. .
effective intern:,effective intern:,effective intern:,effective intern:,
we considered t'we considered t'we considered t'we considered t'
over compliancover compliancover compliancover complianc

BUD-assisted J1 "BUD-assisted J1 "BUD-assisted J1 "BUD-assisted J1 "
expressing ou r iexpressing ou r iexpressing ou r iexpressing ou r i
assurance on t..assurance on t..assurance on t..assurance on t..
compliance.compliance.compliance.compliance.

Our considera l :Our considera l :Our considera l :Our considera l :
control that ni i:control that ni i:control that ni i:control that ni i:
design or opeDdesign or opeDdesign or opeDdesign or opeD
relatively low i.,relatively low i.,relatively low i.,relatively low i.,
in relation to 1in relation to 1in relation to 1in relation to 1

requirements 0;requirements 0;requirements 0;requirements 0;
assisted progra!;,assisted progra!;,assisted progra!;,assisted progra!;,

normal course (normal course (normal course (normal course (
control and its 0control and its 0control and its 0control and its 0

:. E. WARl~ TOWERS is responsible for establishing and maintaining:. E. WARl~ TOWERS is responsible for establishing and maintaining:. E. WARl~ TOWERS is responsible for establishing and maintaining:. E. WARl~ TOWERS is responsible for establishing and maintaining
coL In pI:. ining and performing onr audit of the financial statementstcoL In pI:. ining and performing onr audit of the financial statementstcoL In pI:. ining and performing onr audit of the financial statementstcoL In pI:. ining and performing onr audit of the financial statementst
.jectts inte;,iai control over financial reporting and its internal controi.jectts inte;,iai control over financial reporting and its internal controi.jectts inte;,iai control over financial reporting and its internal controi.jectts inte;,iai control over financial reporting and its internal controi
requireme (s that would have a direct and material effect on a majorrequireme (s that would have a direct and material effect on a majorrequireme (s that would have a direct and material effect on a majorrequireme (s that would have a direct and material effect on a major
11 in order to determine our auditing procedures for the purpose 'of11 in order to determine our auditing procedures for the purpose 'of11 in order to determine our auditing procedures for the purpose 'of11 in order to determine our auditing procedures for the purpose 'of

IS on the I' nancial statements and on compliance and not to provideIS on the I' nancial statements and on compliance and not to provideIS on the I' nancial statements and on compliance and not to provideIS on the I' nancial statements and on compliance and not to provide
;rnal conüul over financial reporting and the internal control ov,er;rnal conüul over financial reporting and the internal control ov,er;rnal conüul over financial reporting and the internal control ov,er;rnal conüul over financial reporting and the internal control ov,er

. .;i~. .;i~. .;i~. .;i~

". '¡l". '¡l". '¡l". '¡l

¡nternal c( trol would not necessariy disclose all matters in inte~~l¡nternal c( trol would not necessariy disclose all matters in inte~~l¡nternal c( trol would not necessariy disclose all matters in inte~~l¡nternal c( trol would not necessariy disclose all matters in inte~~l
'uatenal,\ \knesses. A material weakness is a condition in which tliè'uatenal,\ \knesses. A material weakness is a condition in which tliè'uatenal,\ \knesses. A material weakness is a condition in which tliè'uatenal,\ \knesses. A material weakness is a condition in which tliè

"~i'"~i'"~i'"~i'. one or m .e of the internal control components does not reduce to á. one or m .e of the internal control components does not reduce to á. one or m .e of the internal control components does not reduce to á. one or m .e of the internal control components does not reduce to á
risk that n" : ,statements caused by error or fraud that would be materiâirisk that n" : ,statements caused by error or fraud that would be materiâirisk that n" : ,statements caused by error or fraud that would be materiâirisk that n" : ,statements caused by error or fraud that would be materiâi
¡cial statei~nts being audited or that noncompliance with applicabÌt¡cial statei~nts being audited or that noncompliance with applicabÌt¡cial statei~nts being audited or that noncompliance with applicabÌt¡cial statei~nts being audited or that noncompliance with applicabÌt
and regula iions that would be material in relation to a major HO-and regula iions that would be material in relation to a major HO-and regula iions that would be material in relation to a major HO-and regula iions that would be material in relation to a major HO-
occur and not be detected within a timely period by employees in theoccur and not be detected within a timely period by employees in theoccur and not be detected within a timely period by employees in theoccur and not be detected within a timely period by employees in the

, rming thei;- '~ssigned functions. We noted no matters involving intern~l, rming thei;- '~ssigned functions. We noted no matters involving intern~l, rming thei;- '~ssigned functions. We noted no matters involving intern~l, rming thei;- '~ssigned functions. We noted no matters involving intern~l
that that that that we ciiderto be material wealmesses as dermed above.we ciiderto be material wealmesses as dermed above.we ciiderto be material wealmesses as dermed above.we ciiderto be material wealmesses as dermed above.

-r:-r:-r:-r:
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This report is in'This report is in'This report is in'This report is in'
manágement, ai:manágement, ai:manágement, ai:manágement, ai:
be and should n lbe and should n lbe and should n lbe and should n l

October 23, 2006October 23, 2006October 23, 2006October 23, 2006

i":'i":'i":'i":'

. ":1i. ":1i. ":1i. ":1i

............

. :\. :\. :\. :\

i "d solely L!' the information and use of the audit committee, members,;i "d solely L!' the information and use of the audit committee, members,;i "d solely L!' the information and use of the audit committee, members,;i "d solely L!' the information and use of the audit committee, members,;
DepartnH ,t of Housing and Urban Development and is not intended tó.DepartnH ,t of Housing and Urban Development and is not intended tó.DepartnH ,t of Housing and Urban Development and is not intended tó.DepartnH ,t of Housing and Urban Development and is not intended tó.

. used by an:' :me. other than these specified parties.. used by an:' :me. other than these specified parties.. used by an:' :me. other than these specified parties.. used by an:' :me. other than these specified parties.
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The Board ofDirertoi'sThe Board ofDirertoi'sThe Board ofDirertoi'sThe Board ofDirertoi's
C. E. Ware TowersC. E. Ware TowersC. E. Ware TowersC. E. Ware Towers

Independent Auditors' Report on Compliance withIndependent Auditors' Report on Compliance withIndependent Auditors' Report on Compliance withIndependent Auditors' Report on Compliance with
S;) ecific Requirements Applicable to Major HUD ProgramsS;) ecific Requirements Applicable to Major HUD ProgramsS;) ecific Requirements Applicable to Major HUD ProgramsS;) ecific Requirements Applicable to Major HUD Programs

We have audited t l, e compliance of C. E. WARE TOWERS, HU Project No. 081-EE037 withWe have audited t l, e compliance of C. E. WARE TOWERS, HU Project No. 081-EE037 withWe have audited t l, e compliance of C. E. WARE TOWERS, HU Project No. 081-EE037 withWe have audited t l, e compliance of C. E. WARE TOWERS, HU Project No. 081-EE037 with
the specifc progrn"i requirements governing the specifc progrn"i requirements governing the specifc progrn"i requirements governing the specifc progrn"i requirements governing federal financial reports, accounting system, cut':federal financial reports, accounting system, cut':federal financial reports, accounting system, cut':federal financial reports, accounting system, cut':
ofT timing, eligibil;, y' of costs, and identity-of-interest that are applicable to each of its majorofT timing, eligibil;, y' of costs, and identity-of-interest that are applicable to each of its majofT timing, eligibil;, y' of costs, and identity-of-interest that are applicable to each of its majorofT timing, eligibil;, y' of costs, and identity-of-interest that are applicable to each of its majoror
BU-assisted programs for the construction period ended February 20, 2006. ComplianceBU-assisted programs for the construction period ended February 20, 2006. ComplianceBU-assisted programs for the construction period ended February 20, 2006. ComplianceBU-assisted programs for the construction period ended February 20, 2006. Compliance
with those require,"l'nts is the responsibilty of with those require,"l'nts is the responsibilty of with those require,"l'nts is the responsibilty of with those require,"l'nts is the responsibilty of the Project's management. Our responsibiltythe Project's management. Our responsibiltythe Project's management. Our responsibiltythe Project's management. Our responsibilty
is to exress an OJ! ' ;;ll on the Project's compliance based on our audit.is to exress an OJ! ' ;;ll on the Project's compliance based on our audit.is to exress an OJ! ' ;;ll on the Project's compliance based on our audit.is to exress an OJ! ' ;;ll on the Project's compliance based on our audit.

We conducted ou ,"We conducted ou ,"We conducted ou ,"We conducted ou ,"
accepted in the ..accepted in the ..accepted in the ..accepted in the ..
contained in Govecontained in Govecontained in Govecontained in Gove
States, and the Co.."States, and the Co.."States, and the Co.."States, and the Co.."
the U.S. Departmthe U.S. Departmthe U.S. Departmthe U.S. Departm
stadards and tLstadards and tLstadards and tLstadards and tL
assurance aboutiassurance aboutiassurance aboutiassurance abouti
have a direct an dhave a direct an dhave a direct an dhave a direct an d

includes examinj,includes examinj,includes examinj,includes examinj,

requirements a n i'requirements a n i'requirements a n i'requirements a n i'
circumstances, "-circumstances, "-circumstances, "-circumstances, "-
audit does notaudit does notaudit does notaudit does not

requirements.requirements.requirements.requirements.

The results of ourThe results of ourThe results of ourThe results of our
under Governmeiunder Governmeiunder Governmeiunder Governmei

In our opinion, l.In our opinion, l.In our opinion, l.In our opinion, l.
above that are :1"above that are :1"above that are :1"above that are :1"
period ended Fe:period ended Fe:period ended Fe:period ended Fe:

This report is in ¡This report is in ¡This report is in ¡This report is in ¡
management, ot (,management, ot (,management, ot (,management, ot (,
Development, a LDevelopment, a LDevelopment, a LDevelopment, a L
specifed parties.specifed parties.specifed parties.specifed parties.

. October 23, 200G. October 23, 200G. October 23, 200G. October 23, 200G

:iudit of compliance in accordance with auditing standards generally:iudit of compliance in accordance with auditing standards generally:iudit of compliance in accordance with auditing standards generally:iudit of compliance in accordance with auditing standards generally
íl States if America, the standards applicable to financial auditsíl States if America, the standards applicable to financial auditsíl States if America, the standards applicable to financial auditsíl States if America, the standards applicable to financial audits

..it Audiú, ..it Audiú, ..it Audiú, ..it Audiú, , Standards, issued by the Comptroller General of the Unite, Standards, issued by the Comptroller General of the Unite, Standards, issued by the Comptroller General of the Unite, Standards, issued by the Comptroller General of the Unite
",idatedAudit Guide/or Audits ofHUD Programs (the "Guide"), issued by",idatedAudit Guide/or Audits ofHUD Programs (the "Guide"), issued by",idatedAudit Guide/or Audits ofHUD Programs (the "Guide"), issued by",idatedAudit Guide/or Audits ofHUD Programs (the "Guide"), issued by

,f Housing :i nd Urban Development, Offce of Inspector General. Those,f Housing :i nd Urban Development, Offce of Inspector General. Those,f Housing :i nd Urban Development, Offce of Inspector General. Those,f Housing :i nd Urban Development, Offce of Inspector General. Those
ide requirt: that we plan and penorm the audit to obta reasonableide requirt: that we plan and penorm the audit to obta reasonableide requirt: that we plan and penorm the audit to obta reasonableide requirt: that we plan and penorm the audit to obta reasonable

.üer noncoiupliance with the requirements referred to above that eouÏd.üer noncoiupliance with the requirements referred to above that eouÏd.üer noncoiupliance with the requirements referred to above that eouÏd.üer noncoiupliance with the requirements referred to above that eouÏd

';iterial effect on a major BU-assisted program occurred. An audit';iterial effect on a major BU-assisted program occurred. An audit';iterial effect on a major BU-assisted program occurred. An audit';iterial effect on a major BU-assisted program occurred. An audit
a tesi sis, evidence about the Project's compliance with thosea tesi sis, evidence about the Project's compliance with thosea tesi sis, evidence about the Project's compliance with thosea tesi sis, evidence about the Project's compliance with those

: J rmin:' (" h other procedures as we considered necessary in th.e: J rmin:' (" h other procedures as we considered necessary in th.e: J rmin:' (" h other procedures as we considered necessary in th.e: J rmin:' (" h other procedures as we considered necessary in th.e
, ¡eve tli ~ , II r audit provides a reasonable basis for our opinon. Ouf, ¡eve tli ~ , II r audit provides a reasonable basis for our opinon. Ouf, ¡eve tli ~ , II r audit provides a reasonable basis for our opinon. Ouf, ¡eve tli ~ , II r audit provides a reasonable basis for our opinon. Ouf
iea lt\ determiation of the Project's compliance with thos~iea lt\ determiation of the Project's compliance with thos~iea lt\ determiation of the Project's compliance with thos~iea lt\ determiation of the Project's compliance with thos~

disclosed ¡ ~ instances of other matters that are required to be reporteddisclosed ¡ ~ instances of other matters that are required to be reporteddisclosed ¡ ~ instances of other matters that are required to be reporteddisclosed ¡ ~ instances of other matters that are required to be reported

", ing Sia, ~ds.", ing Sia, ~ds.", ing Sia, ~ds.", ing Sia, ~ds.

:ct COil:ct COil:ct COil:ct COil
,e to (,e to (,e to (,e to (

.:iJ,200i,.:iJ,200i,.:iJ,200i,.:iJ,200i,

"" if, in all material respects, with the requirements describecl"" if, in all material respects, with the requirements describecl"" if, in all material respects, with the requirements describecl"" if, in all material respects, with the requirements describecl
(jf its major HUassisted programs for the construction(jf its major HUassisted programs for the construction(jf its major HUassisted programs for the construction(jf its major HUassisted programs for the construction

. : ~.. : ~.. : ~.. : ~.

solely f"solely f"solely f"solely f"
hin tlhin tlhin tlhin tl
inteii (inteii (inteii (inteii (

the information and use of the audit committee, partnt~r~the information and use of the audit committee, partnt~r~the information and use of the audit committee, partnt~r~the information and use of the audit committee, partnt~r~

n.;anization and the Department of Housing and Urba.nn.;anization and the Department of Housing and Urba.nn.;anization and the Department of Housing and Urba.nn.;anization and the Department of Housing and Urba.n
.0 be and should not be used by anyone other than th~r.0 be and should not be used by anyone other than th~r.0 be and should not be used by anyone other than th~r.0 be and should not be used by anyone other than th~r

'"1. \' ~1'"1. \' ~1'"1. \' ~1'"1. \' ~1

. ..... ..... ..... ....

" t" t" t" t

13131313


